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MATERIAL SHORTAGES: STEEL 


FRIDAY, JANUARY 19, 1951 


UNITED STATES SENATE, 
SeLect COMMITTEE ON SMALL Business 
Washington, D.C 

The committee met, pursuant to adjournment, at 10:15 a. m. in 
the Senate caucus room, Senate Office Building, Hon. John J. Spark- 
man presiding. 

Present: Senators Sparkman (chairman of the committee), O’Conor 
Long, Gillette, Humphrey, Benton, Thye, Hendrickson, and Schoeppel. 

The CuarrMan. Let the committee come to order, please 

Some of the members of the committee have been unavoidably 
delayed and will be in shortly. However, | think we should start 

Today’s hearings on material shortages are set for the purpose of 
exploring particularly the field of steel. We plan to hear, first, from 
the representative of the National Production Authority with reference 
to steel, and then to hear from representatives of the producers and 
representatives of the warehousemen and jobbers, and, finally, repre- 
sentatives of fabricators themselves, in order to get just as clear a 
picture as we can get from the present situation relating to the 
shortage, or threatened shortage, of steel. 

Our first witness is Mr. David Carson, representing the National 
Production Authority, Director of the Iron and Steel Division of 
that Authority. 

Mr. Carson, we are glad to have you with us. I understand you 
have a prepared statement. Would you just proceed in your own way 


STATEMENT OF DAVID B. CARSON, DIRECTOR, IRON AND STEEL 
DIVISION, NATIONAL PRODUCTION AUTHORITY 


Mr. Carson. Thank you. 

Kirst, | would like to give you our concept of our job. As we see 
it, we have three things to do. 

Kirst is to see to it that the military defense supporting require- 
ments for steel are met, and met on time. 

Our second big job is to stimulate and assist wherever possible the 
increase in production of steel and steel capacity, feeling that we need 
more steel as the emergency becomes worse. 

Third, to see that all steel is available after the defense and defense 
supporting requirements have been met and distributed equitably, 
giving due regard to the requirements of small! business as called for 
under the Jaw 

My prepared statement is as follows: 

The first action of the Stee! Division of the National Production 
Authority involved the issuance of order M-1, to provide for the 
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placing of defense orders for steel. M-—1 also sought to spread the 
load of defense orders throughout the industry, thereby minimizing 
the impact of defense demands for steel on the civilian economy. 

Regulation 2 of the National Production Authority, which provided 
prioritie s for defense orders, became effective on Oc ‘tober 3, 1950. At 
that time, practically all steel producers had their order books filled 
for the first quarter of 1951 and in some cases beyond. Almost all 
producers were overloaded on all mills due to the accumulation result- 
ing from the coal strikes. 

{s I understand the responsibilities of our [ron and Steel Division, 
one of our principal jobs is to stimulate and assist wherever possible 
an increase in our steel production. 


The steel industry of our country at the present time has an actual 
effective capacity of 104,000,000 tons of ingots. This is an increase 
of approximately 5,000,000 tons in the last year. Additional capacity 
is now - anned that will bring our over-all available supply within the 
next 2 years up to about 115,000,000 tons. ‘To meet this increased 


capacity many problems of raw materials, railroad equipment, ore- 
carrying boats, and others of a similar nature will have to be overcome. 
The expansion of the steel industry will require tremendous quantities 
of steel materials as well as equipment of many types. Further, the 
expansion of other industries, such as aluminum, petroleum, and 
rubber will require tremendous tonnages of structural steels. 

Of equal importance, in our minds, 1s the matter of seeing to it that 
all sole ize required for our military program is given the right-of-way 
in steel mill production schedules. This we intend to follow without 
deviation. Many other programs of a high degree of essentiality, 
ine luding the necessity for maintaining our railroad industry in a high 
state of efficiency, and others, will be given preferential consideration. 
The defense program, I believe, so far has been satisfactorily met. 

[ am acquainted with the cP interest that this committee has 
in the well-being of small manufacturing companies in the United 
States. Our Steel Division is wholly in favor of the fullest possible 
support to our small manufacturing lines because we know that it is 
wholesome, constructive, and sound that such a policy be carried out. 

Regulat ion 2 and order M-1 requ ired that defense orders be in- 
serted in mill schedules ahead of orders previously accepted for civilian 
use. Of course, when that was done, shipments of heavy tonnage were 
pushed back and the backlog on producing mills was further increased. 

The Steel Division, anticipating the gradual tightening of steel, 
realized the necessity of protecting the supplies of steel available to 
small business. We issued an order to insure a continuation of the 
flow of steel to steel distributors and warehouses, whose function it is 
to supply steel in small lots to local and small consumers. At the same 
time, our order M—1 was amended to provide for allotments of steel 
from integrated to nonintegrated mills on the same pattern followed 
in the case of warehouses and steel distributors. Nonintegrated mills, 
like the warehouses, supply steel in various forms, principally to small 
consumers 

— M-—6, known as the steel distributors order. was issued on 
November 8, 1950. That order makes it mandatory for steel pro- 
ducers to maintain a regular flow of steel to warehouse and steel dis- 
baton for small businesses. It requires each steel producer to 
allot to each of his steel distributor customers the same percentage 
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of each product each month as was delivered to the steel distributors 
during the base period from January 1 through September 30, 1950. 
Because of the lead time involved in processing, manufacturing, and 
shipping steel products, the full benefits of this order on inventories 
of local warehouses will not be reflected until the first of February 
1951. 

Based on past experience, the Steel Division feels that, in the present 
situation, Order M-—6 will take care of the small user of steel in an 
entirely satisfactory manner. 

The increasing demands for steel for military requirements and 
military supporting programs has reduced the supply of steel for 
civilian use. This results, of course, in an increase in the number of 
hardship cases. The Steel Division and the Office of Small Business 
of NPA are giving all possible assistance in individual hardship 
instances. This is being done on a voluntary basis as mandatory 
controls upon the distribution and use of steel for civilian purposes 
have not been vet established. 

Our efforts to provide such assistance have followed the policy of 
equitable distribution of the available steel supply remaining after 
defense requirements and defense supporting programs have been 
cared for; based upon the patterns of distribution prevailing before 
June 24, 1950, as called for in the Defense Production Act of 1950. 
This pattern gives us a basis for handling the problems in connection 
with the regular users of steel products, but does not provide any 
pattern for distribution of steel for irregular uses, specific projects, or 
new enterprises. The steel industry has been cooperating with the 
National Production Authority in relieving voluntarily these latter 
cases which, after investigation, are proven to be deserving of relief, 
It must be recognized, however, that all steel users, either large or 
small, are dissatisfied with the reduced amounts of steel deliveries 
they have been able to obtain since the beginning of the defense effort. 

One of the thorns in our side is the impact of defense orders and 
defense supporting programs produetwise. Defense needs are very 
heavy in certain steel products and have a relatively light impact on 
others. It is not always a question of a certain amount of steel, but 
in come cases it 1s a question of certain steel products. 

Another factor, productwise, is the reduction imposed on other 
materials used in making steel, such as zinc, copper, nickel, and other 
alloving elements, Many of the defense orders center heavily on 
steel products where these items are a factor. 

The CHAIRMAN. Senator Gillette, do you have some questions to 
ask Mr. Carson? 

Senator GriuLerre. Just one question, Mr. Chairman. 

Mr. Carson, vour M-6 order, your steel distributors order, issued 
November 8, you state made it mandatory for producers to maintain 
a regular flow of steel to warehouse and steel distributors and required 
them to allot to these distributors the same percentage that had been 
delivered in a prior period. 

Mr. Carson. Yes, sir. 

Senator Giiterre. But your order did not follow beyond the 
distributor as to where the distributor would allot and allocate th 


steel to his customers 

Mr. Carson. That is true, sir. We assumed, and I believe that 
same policy of distribution has been carried out by the warehouse 
people, eenerally speaking, | am sure, 
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Senator Gitterre. That is information you have received that they 
have followed that aiaccas and allotted on the basis of percentage 
orders from their customers in that same period? 

Mr. Carson. Yes, sir. 

Senator Gitterre. Thank you 

The CHAarRMAN. Senator Thye? 

Senator Toye. Mr. Chairman, a question occurs to me in connection 
with my own State as I have just returned from Minnesota. We are 
a very heavy dairy-producing State. On stainless steel and other 
sheet metal that is necessary to supply replacement needs in cream- 
eries and processing plants, as well as the stainless steel that must go 
into new equipment, the situation is tight. We are not getting the 
material. The processor and manufacturer are complaining very 
much, and I am just wondering whether Mr. Carson could give us 
some information on how they intend to take care of that question 

Mr. Carson. Yes, sir. The element in stainless steel that is in 
very short supply is nickel. Nickel is used in large quantities in the 
defense effort for many, many things. It has much greater use, 
percentagewise, in time of emergency than steel or many of the other 
products, so that we are running short of nickel 

We have prepared a nickel order which will be issued in the next day 
or two to set aside the nickel for the defense effort; also, to allocate 
nickel to those uses where as a matter of health it is necessary in the 
dairy industry. We will have to limit the use of nickel for decorative 
purposes, ash trays, and things of that nature, so that there will be 
enough to take care of the military and the requirements for those 
things that have to do with health 

Senator Tuyr. You are confident that vou will be able to allocate 
sufficient of that material to meet all domestic needs throughout the 
Nation where the food question is so very important? 

Mr. Carson. Yes; we are. Of course, if the emergency becomes 
much, much greater, we may reach the point where we may have to 
limit that to some extent, but as far as we can see now there will 
enough for the food requirements and the military 

Senator Tuyr. The further you get into the central section of thi 
United States, Mr. Carson, the smaller the processor or the manufac- 
turer becomes It is not lke the large industrial centers of New Eng- 
land and the East We are getting much correspondence from manu- 
facturers throughout the United States that thev are not able to get 
steel to Keep their plants in operation and to meet the culvert require- 
ments of road building in the county and State units of government 

Mr. Carson. Most of those culverts are galvanized zine and it is 


In very, very short supply. It may be that we will have to make 
culverts out of vitrified products, or some substitute product for the 
time of the emergency We are short of zine, and Zinc Is required 
in the war effort in large quantities 


Senator THyt Is that one of the questions, Mr. Carson, that vour 


staff is giving consideration to 


M ("ARSON Yes: that is one ol the questions we are trying to find 
an answer to 
enator Try) Thank you, Mr. Carson 
hank you, Mr. Chairman 
| 


1e@ CHAIRMAN. Senator Long 


T 
L 
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Senator Lona. I have here a report of the previous Small Business 
Committee. That was the Select Small Business Committee of the 
Kightieth Congress, I believe, and if I recall correctly, I believe Senator 
Wherry was the chairman of that committee 

Have you read the report of that committee on changes in distribu- 
tion of steel from 1940 to 1947? 

\MIr. Carson. I do not believe that 1 have, Senator. 

Senator Lone. That report was issued in 1949, February 10, pur- 
suant to Senate Resolution 20, a resolution to appoint a special com- 
mittee to study problems of American small business. 

Mr. Carson. I may have or may not hav 

Senator Lone. There are one or two things that I had in mind 
This report shows, among other things, that the percentage of increase 
in steel production capacity from 1940 until 1947 was about 44.2 
percent. The total over-all increase was about 18.8 percent. That 
would look to be about the actual increase in steel, but against a total 
increase of 18.8 percent of capacity in surplus-producing areas—in 
other words, in areas that were near the steel mills—there was an 
increase of about 44 percent in the supply of steel; and, on the other 
hand, in deficit areas, which were away from the steel mills, there was 
an increase of only 3.3 percent. In other words, out of 18 percent 
of the increase in steel, practically all of it went to the areas that were 
near the mill 

In my own State of Louisiana, on page OU, it shows that sh pments 
to both Louisiana and Texas were actually less in 1947 than in 1940 
The reductions amounted to 48.8 percent and 11.3 percent, respec 
tively 

In other words, according to this report of the previous committee 
under Senator Wherry that studied this matter, in my State we only 
had about half as much steel in 1947 as we had in 1940, although 
the increase in steel capacily was about 1S percent. 

Do vou have any idea what the reason for that would have been? 


Mir. Carson. No, sir; I do not I would like to study that and 
try to find the answer for vou, and give you the answer in a day o1 
two. It may be that some large steel-producing facility had moved 
from your State to some other State or it Thay be a change in the 
pattern of usage that would make up for that difference 1 do not 
KHOW 


Senator Lona. It could have been the basing-point pricing system 

Mr. Carson. That may have had something to do with it quit 
bit; but L will study that report and give you an answet 

Senator Lone. This is shown also by this report: That between 
1940 and 1947—-I see someone put this photostat on my desk. If vou 
want a copy of it that is in the same report {handing document to 
Mii Carson] the increase in the amount of steel that the steel com 
anies sent to their own subsidiaries that were engaged in fabricating 
just about doubled in terms of hot-rolled as well as cold-rolled stee! 
In other words during that time they directed a much higher per 
centage to their own fabricating subsidiaries; in fact they doubled 
their percentage production going to their subsidiaries 

That, of course, is the type of thing that this committee is interested 
in preventing, to keep the steel companies from simply taking all the 


1 l 


steel and using it for themselves, rather than sharing it with the othe 
produc rs 
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I do hope that vou will be able to at least hold back that tendency 
to some degree. Do you think that you might be able to do some- 
thing about that; that is, to get the steel companies to share with all 
the others? 

Mr. Carson. We have, Senator, in our M-1 revision, made it 
mandatory for the steel producers to supply to nonintegrated pro- 
ducers on the same basis that they do the warehouses, which 1s a 
pattern of the base period which means all nonintegrated producers, 
so that they will have to supply them. 

Senator Lone. You hope you will be able to meet that problem in 
the future? 

Mr. Carson. Yes, sit 

Senator Lone. I wonder if you were cognizant of this fact, as shown 
by that same report, that from 1940 until 1947 the shipments to 
affiliated warehouses rose from 9.3 percent of the steel companies’ 
production to 24.4 percent; in other words, they were shipping about 
10 percent to their own warehouses in 1940, and by 1947 the steel 
companies were shipping almost 25 percent to their own warehouses. 

Do you think that you might be able to prevent that same trend 
from continuing? 

Mr. Carson. Without further a I do not know whether we 
would want to, Senator. It may be that they have been shipping the 
same aapernon to the none ioe warehouses. I do not know until 
I study i 

Senator Lone. Do you think it eo be possible for you to come 
back and discuss this re port Ww ith us at a later date? 

Mr. Carson. Yes, sir 

Senator Torr. Mr. Chairman, might I ask a question right along 
with Mr. Long’s thought there? 

When steel is sent from mills to warehouses, and when it is allocated 
back from the warehouse, is the steel the same price to the customer 
or the processor from ~ warehouse that it is from the mill? 

Mr CARSON. No, Sl 

Senator Tuy That was my understanding—that it was not; and 
that is one of the complaints I am receiving—that more steel is going 
to the warehouse direct from the mill and thereby the step-up or the 
increased cost, as well as the allocation, comes from the warehouse. 
It increases the cost of steel to ah processor, Many processors have 
informed me that up until recently they have received their shipments 
direct from mill, and then the policy was changed and the steel went 
to warehouse and then was shipped to them. Thus the cost was 
greatly increased to the processor, which involved him in the necessity 
of raising the price of his finished product. 

[ raise the question, Mr. Carson, because I think it is quite important 
that, if we change our pattern of allocation and step up the price by 
sending tail to warehouse first before it goes to the sacataane we are 
defeating our efforts to hold a stable price. 

Mr. Carson. That would be the case were it not for the fact that 
we have set a base on the amount that can be sold from warehouse 
which protects the small user. The user, mentioned as being the mill 
buyer before being a warehouse buyer, he is the one that is at fault. 
He should continue as a mill buyer and save the warehouse tonnage 
for the small user, and I do not think that there could be many of those, 


because if the warehouse serves in small quantities he does a needed 
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function of buying up the steel in large quantities, handling it in and 
out of warehouse, processing it to some extent, and for that a charge is 
made, of course. 

Senator THyre. Mr. Carson, I am relating to you what I am getting 
from the processor out across the United States. The processor tells 
me, “What I normally bought from the mill was shipped directly to 
me from the mill. Now I cannot get steel from the mill. I must get 
my steel through the warehouse. The cost is much greater now that 
I am compelled to go to the warehouse than when I got my shipment 
directly from the mill ‘And he adds: “Senator, can you not do 
something about it? [do not want to raise — but when I must go 
to the warehouse, pay a higher percent or a higher cost for my raw 
material, naturally | must raise my price eatin here.”’ 

That is a complaint that I have received, and I am passing it on to 
you, Mr. Carson, because, if it is a manipulation to make the steel 
price higher by shipping it to the warehouse, then we must avoid that 
transaction, because we would be responsible for an inflationary cost 
to the final purchaser. 

Mr. Carson. We would appreciate that very much, Senator, if 
you would have your assistant give us those cases and we can run 
them down. 

Senator Tuys. I should be very happy to furnish them to you, sir. 

Senator Lona. I would like to ask a further question, Mr. Chairman, 

The CHarrMan. Yes, sir. 

Senator Lone. This report also showed in table 3 that the increase 
in production of hot-rolled steel was about 13 percent from 1940 to 
1947, while aa increase in cold-rolled steel was approximately 100 
percent, and it is my impression that the cold-rolled steel is the more 
expensive steel of the two. Is that correct? 

Mr. Carson. Yes. 

Senator Lona. The argument is made here that small business gen- 
erally was demanding the hot-rolled steel because it was less expensive, 
and in many case 's coule 1 be used for the same purposes for whicl they 
were having to use the cold-rolled steel. 

Mr. Carson. Let me explain, Senator. They use that for entirely 
different purposes Cold-rolled steel costs more because it has many 
further operations than the hot-rolled steel. We will have to start 
of course, with the hot-rolled steel and anneal it and cold-roll it, so 
that it is higher priced. Cold-rolled steel, gener: ally speaking, is much 
thinner, lighter gage, or is used for a higher finish. One reason, sir, 
for the great t ine rease in the production of cold-rolled steel is the fact 
that we as a Ns alias are using a great many things in 1947 that we 
did not use in 1941 to require cold-rolled steel. 

In 1941, I think the standard kitchen equipment was a refrigerator 
anda gas stove. Today it is a refrigerator, a Deepfreeze, a gas stove; 
and in the basement you have to have an autom: tic washing machine 
an automatic dryer, and a number of other things, all of which take 
cold-rolled steel, and in large quantities. Then, too, our automobil 
production has increased in that period of time, and that is larg 
cold-rolled steel, 

Senator LONG Is it possible to use cold-rolled steel where hot- 
rolled steel would do? 

Mr. Carson. Use cold-rolled steel where hot-rolled steel would do? 

Senator Lona. Yes. 








52 MATERIAL SHORTAGES 


Mr. Carson. In quite a few cases, yes, sir. 

Senator Lona. In other words, cold-rolled steel is a higher quality 
of steel? 

Mr. Carson. Yes, sir 

Senator Lone. But there are cases where hot-rolled steel would be 
satisfactory, or would serve a purpose; but, tf it were not obtainable 
then, of course, cold-rolled steel could be used because it is superior. 

Mr. Carson. Yes, sir 

Senator Lone. It would not be the other way around, of course, 
because if cold-rolled steel were required you could not use an inferior 


ore ol stee] to do that job 


Mr. Carson. That is right 

Senator Lone. There have been some representations made by 
small business, as I understand it, that they have had difficulty in 
vettine hot-rolled steel which they needed. Of course, there is no 
reason why the capacity should be expanded, or production of cold- 
rolled steel should be expanded beyond a point that it is needed as a 
bstitute for hot-rolled steel; is there? 
Mr. Carson. No 

Senator Lona. It is my understanding that this report more or less 
ndicated that might have been the case, at least between 1940 and 
1947, the same principle as some manufacturers producing a more 
expensive product, because there is a higher rate of profit init. If we 
should find that to be developing again, I believe that your Authority 
would be at least able to do something about it, would it not, to get 
the prope! production of the hot-rolled steel? 

Mr. Carson. Yes, sir 

Senator Lone. In order to do something about these things, about 
the difficulty of certain areas getting steel, for example, in my State, 
where we were crying for steel, and our supply was cut at least in half, 
While the capacily Was in reased as much as 1S percent, we would 


} ‘ 
Stil 


probably have to get the figures to see what is happening in order to do 


| +, | " l ' : ) . 
Can we have your cooperation during the vear ahead, or the next 


eal two, while vou are in this position, to get these figures? 





Se rr Lone. Thank you very much 

the ¢ IRMAN. Senator Schoeppel? 

Senator ScHOEPPEL. Mr. Carson, out in our area a number of years 
ivo, | think it is 4 or 5 years ago, Sheffield Steel Was a2 source of much 
of the supply of the small processor up through Kansas and over in 
Colorado, in that area. That plant closed, and a lot of those small 


users of steel then of course went into the Chicago area or the Pennsyl- 
Vania area, and many of them were small accounts. as well as ware- 
house accounts 

| mention this, first, to show you the problem that is confronting 
some of us from that midwestern area, and we are hearing verv much 
tout it now, of cours ber ause of this lack ol steel, not only in its 
normal function, which of course they realize they cannot continue, 


but from some of those who are interested in bidding on subcontracts 


for some of these plants, the subcontractors down the line there. 
| t 7 ‘ « r tery ' 4 4 4 
Phe cc that we are getting out there is that the mill accounts 


number of the customers, have been cut off the last i 5 or 6 


ust pract} Wy cut how LO Liothine 


il 





MATERIAL SHORTAGES 53 


Then when they go to the warehouse they are confronted with the 
same relative situation. 

As I understand your testimony, Mr. Carson, it has been your 
practice to increase your shipments of steel to the warehouse in the 
different areas. How do you determine the percentage that you ship 
to your warehouses, say, in the Missouri or the Kansas area, as 
against the Ohio area, or some of these other areas farther west and 
farther north? Do you use a percentage basis? Lam interested in 
your getting into the record some explanation as to how the mechanics 
of this thing operate. 

Mr. Carson. No; we do not try to distribute the steel ex ept on 
the pattern in which it has been distributed during the base period 
We do not feel we have any authority to take steel from one area 


and divert it to another, except as it is needed in the defense etfort 
Senator Scuorerrpe.. | am talking about the steel that is without 
say, the DO order, or the strictly military priority, which everyon 


should get out of the road for. We all agree on that. 

Mr. Carson. Yes. 

Senator Scnorprpet. Then if some of the processors of steel who 
need warehouse accounts or mill accounts are having difficulty now, 
or are being chopped off completely in the last 4, 5 or 6 months, then 
it is a proposition that should be taken up with the warehouse end 
of it. Do Ll understand that to be the case? 

Mr. CARSON. No, sir if they are a warehouse buver and use OUl 
warehouse, they would be taken up with the warehouse. If thev are 
a mill buver, then, of course, 1t should be taken up with the mill 
We do not think they should change their pattern of buying that 
has been in effect for some time. 

Senator Scuorprenu. For instance, I] have some communication 
here that a customer was dealing with Inland out of Chicago, and 
was cut off completely. They were interested in some defense orders, 
but they could not get steel of any kind for the last several months 
from their mill connection in Chicago, and they wrote us about it 
[ am trying to get some enlightenment on what this pattern is develop 
ing into and how and where the matter can be corrected if, let us say, 
the mill supply at Chicago has been directed somewhere in that area 
and is being diverted to warehouses in that immediate area [ realize 
there is a lag here 

Nir CARSON lt Is bene diverted in accordance with all ot my 

| beheve actually with all the producers it is being dis- 
tributed on the historical pattern. The law calls for that, and we 
have been trying to police that. We find that we have a great many 
cases, Senator: we have had over a thousand of them. We have been 
In business for not quite 3 months, or just a little over 3 months, since 
October 8; cases of claimed hardship; people are not trying to get 


ord rs, and 


steel: they could not get any, or they could not get enough: they 
could not get the amount they had been getting We run those all 
down in many, Tan Causes We ask the complainant Lo put dow n steel 
that he received last year and the vear before, and so far this veat 
When he sees that on paper himself he stops right there, bee . 


DeCruUs* rn) 


many cases he realizes that he did not have a case In some few 
1 


cases they do, and so far | think we have been able to correct most of 
those complaints 


nOSsL oO} 
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Senator ScHorprret. I am glad to hear you say that, because I 
realize if you are operating on a historical pattern of previous con- 
Sachin and you are going to try to maintain some kind of a per- 
centage, that is fair, but in these instances—and there may well be 
many that we get—where some of these firms make representations 
to us that will not justify the picture they present to us, I think we 
ought to screen those. I think there is a responsibility on our office 
to assist your office in that regard. But where we do find instances 
where a man can show a historical pattern of, , 3,4 or 5 years, and 
then has been cut to practically nothing, I t: ss tt ee at is the kind of a 
case you would like to have instantly brought to your attention. 

Mr. Carson. Yes, sir. We consider that as a hardship case if the 
man has not been dealt with fairly, and if we can rectify that we do. 

Senator Scnoeprpe.. Thank you. 

The CHAIRMAN. Senator O’Conor. 

Senator O’Conor. Mr. Carson, I would just like to ask you one or 
two questions. I do not know whether you hi ave developed this fully. 
Our concern, of course, thinking of the interest of small business for 
the immediate present, is whether it has been determined just what 
percentage of over-all production will be required in further mobiliza- 
tion as now set up. Have you reached any figures, percentagewise, 
as to what might be required for that? 

Mr. Carson. You mean for the defense effort? 

Senator O’Conor. Yes 

Mr. Carson. Most of the information we have is restricted, Sena- 
tor. I do not think I can answer that question here. 

Senator O’Conor. Without making it public, have you arrived, in 
your calculations, to the point where it is definitely determined what 
percentage will be necessary? 

Mr. Carson. Yes, sir; on the number of products. We are still 
short on quite a few products. As | tried to bring out in my prepared 
statement, the impact on total steel production so far is not so great, 
but on certain products it is much greater than on others. I can say 
this, you can realize this—this would not be restricted—there are 
certain things such as armor plate, for instance. We find whenever 
there is a war or threat of war the demand is for the heavier products. 
We have an unusual demand for pl: - which in normal times is not 
there, and we have to provide for that by taking away steel from other 
products and put it into those things for which we only get the big 
demand in time of emergency. It is a balancing out. In some cases 
we have to take steel from pipe and put it into structural, because it 
starts with generally the same type of large blooms or slabs. We have 
to change those back and forth. So it is practically impossible for 
me to give you a statement of the percentage of the impact over-all. 

Senator O’Conor. I see. 

Some few months ago there was issued by the division—the order, 
if my memory serves me correctly, was M-6. 

Mr. Carson. That is the warehouse order. 

Senator O’Conor. I was wondering whether you have any thought, 
in the light of experience, how that has operated. If I reeall corre etly, 
it was to require the allocations—I am thinking again of the small- 
business part in this picture—based on the experience of the previous 
9 months, I believe, from January 1 to the end of September. I was 


] 


wonder! ng WwW he ther as of today you are In a posit ion to sav if thi at order 
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has operated satisfactorily, or whether you think that any modifica- 
tion of it is in order. 

Mr. Carson. I think the warehouse people who are going to testify 
later would probably give you more detail and better information 
than I can. However, I point out that the full effect of that order, 
will not be felt until we get into February, because of the time it 
takes to produce these things and get them into the pipeline, but I do 
think that starting in February you are going to find quite a relief to 
the small users through that warehouse order. 

Senator O’Conor. Thank you very much. 

The CaHarrmMan. Senator Hendrickson? 

Senator Henprickson. Mr. Carson, I am sorry I missed your 
original testimony. You may have answered this question, 1 do not 
know, but as I understand it, the military requirements are taking 
as of the present time about 7 percent of the steel supply; is that right? 

Mr. Carson. No, sir; it is greater than that, considerably ‘ 

Senator Henprickson. What is the percentage, then, Mr. Carson? 

Mr. Carson. I think in the over-all on the ingot tonnage basis it 
would be closer to 12 or 14 percent. 

Senator Henprickson. Where is the rest of the steel going? 

Mr. Carson. The impact on certain products is much greater. 

Senator Henprickson. Where does the rest of the steel go? 

Mr. Carson. Quite a bit of it goes into the supporting programs, 
the railroad car program, the locomotive car program, the ore boat 
program, the stepped-up demand for oil companies, because we know 
that we have to have more gas—we are using a great deal of steel to 
produce more steel. We are using a great deal of it to produce more 
rubber, more aluminum. We have approved and supplied steel for 
11 new plants to produce munitions. All of those things we call 
supporting. 

Senator Henprickson. Do you have that broken down, percentage- 
wise, so that we could have a percentagewise distribution in the record 
here? 

Mr. Carson. We can get that for you, yes. 

Using stainless steel, for instance, we are taking 56 percent of that 
If you tell him you are only taking 10 or 12 percent of steel he cannot 
understand that, naturally. Taking some of these steels, tungsten 
steel, cutting tool steel, that supply is all gone. There is nothing left. 
Cobalt, and so forth. 

Senator Henprickson. I find it pretty difficult to answer hundreds 
of hardship cases in my own State on that score. When you tell 
them the comparatively small amount the military is taking or 
requiring, they wonder where the rest of the steel is going. 

Mr. Carson. I think that is true, Senator. It is largely due to the 
fact that we have not been able to get enough publicity out to these 
people, and I am sure that the Department of Commerce, I know, is 
working on that. They have field agents. Now we had them all 
in last week and the told us they would be able to take care of those 
kind ot questions. They are preparmg a number of publications 
which will answer these questions, and | think that is a matter lar 
of education at this time. 

Senator Henprickson. Are steps bemg taken to educate the 


industries on that score? 
Mr. Carson. Yes, sir. 


oely 
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*O’Conor. Is that all, Senator? 
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steel n ill in New Enela 1d ch has bee under discussion for such 
a long time 
ll VO an executly VO self out of t he st e] business? 
Mr. Carson. Yes, su | am loaned to the NPA by my company 
Sharon Steel Corp., of Sharon, Pa. 
Senator Benton. Is it true that in general the executives of the 
el companies back in the early davs of the last war rreathy unde) - 
estimated the forthcoming potential demand for steel? 
NI 6. son. I think that is a fair statement, ves I think in this 
robably anticipated, or if anythine are ahead of the de 
n a I this emereenc | should \ 
Senator Benron. We did have a witness before the committee that 
| that we now are faced with a 25-percent steel shortage 
| vas his best cuc ne of the top Government officials respon- 
‘ iis field | no President, in his economic report, trans- 
fi lays | ‘+, although vou were not prepared to give an 
eS ius } 1] ion Was r stricted. In) his report he 
= the present ley mou 105.000 000 ingot tons, which is 
on! 000.000 off of the estimate vou use in your statement here, and 
s the Cou | of Economic Advisers estimates that the defense 
0 nd the steel : our civilian economy, will require an 
er C7 to ut 120.000.000 tons 
\\ O hl 5- or 16-pereent increase Your figures 
here fro 14 to 115 mille te that you are projecting a 10-per 
rhe s How many new steel mills are being contemplated 
of thes tes have been issued? 
\ir. ¢ ce hs those figures. Mr. Frank Regan has 
hos We ea hos lO ou, Senator 
Ss ( SEEN \ in that tl nen ean be handled, | 
ond { vu | ( 1 | th eertineate Oot necessit applied 
{ i ( ( Cl prod ( nd if that is what is involved 
( NN. Oh, | i th l ean a vel our que Ion 
o t 3 ! - 0 Ci the ste » in thre 
- ! ort, from 1 » 120 mill ; 
\ir. ( O 1 ecanne bout the President’s report, but in my 
| | only those increased facilities which have been 
CCl Ol ! chy hich rol established cOomM- 
} ay blishec d eq ped to go ahead and 
| his ton thin 11 d | have given, which is the end 
( | ! i ( or ad ( i ( nace talked about 
: P I Lavi mill, one in Calit In, One In South 
( I | 1, 4 reas | ) ] Phere 2I'¢ de Hs 
} | i | not included any 
5 ( I i » N Kneland., been 
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Mr. Carson. I understand that New England has been issued a 
certificate of necessitv. ‘That is the only one that | know of 

Senator Benron. If the estimate of the witness vesterday before 
the committee is correct, or any where nearly correct, that we now fac 
a 25 percent shortage, his figures showed that the needs of the defense 
effort would step up the next quarter and still further the third 
quarter, still further the fourth quarter, and I asked him the question 


whether this would be an accelerating rate projected into next year as 


well, and he rephed it would be, that this trend over the next fou 
quarters Is going to continue, as far as he could foresee, ov 


following four quarters 
Mr. Carson. That is true 
Senator Benron. It would seem that we are in a situation of a long 
period of rather acute shortages, which as we project them out, would 
indicate the urgent national need for eve n greater steel production 
and more steel facilities than those that have now beet 


planned by t 
established companies as estimated here in your figures Is that a 
fair statement or assumption? 

Mr. Carson. The amount ol need depends a lot on who ts n aKING 


il 


the estimate and whai factors they are using. | do not know. I feel 
this way, lam sure there is plenty of steel for the defense requirements 
and for the defense supporting requirements and that we will at no 
time be short We are going to be limited in the amount of steel that 
we can produce for some things by the amount of other metals that 
come from abroad that we Mav not be able to get here at all, for certain 
types of steel, but beyond that the question is how much steel are vo 

voing to have, or what kind of a civilian economy are you going to 
try to support \re you going to have all the guns and all the b 
too, that everybody can use, or are you going to have to forego som. 
of the civilian luxuries that we would like to have until the emergency 
is over? 

That will have to be decided by somebody at a much higher 

than ours in the steel division. I do not know. I do know and | 
positive that we will have 115,000,000 tons by the end of 1952 


that will be available tonnage and sound tonnage. Beyond that 
do not know Wi are vomng to have tO make a very s LOU Cs i 
tion and evaluation of the metalhies that are available for the addition 
steel pl int in these out-of-the-way places, gna somevodyv 1s Lome 0 
have to sav whi re the tron ore 1 rons’ to come trom, and cok 

few other thines 

Senator Benron. | agree with everything vou said except any 
mplication that Connecticut is an out-of-the-way place 

\Ir ("ARSON New place | would sav, Senacor. 

One other thing | would like to point out is the mat er of seranp 


a very mmportant thing to us. We cannot make steel without it, and 
there is a lage period in there At the time that the steel goes out 
the pl mi until if comes bacl In scrap Is qt tong pel hod VV 


1 to be short of scrap for some time We ar CON to have 


make up that difference in pig iron. That is another problem I} 
ives | have given you I think are sound, and I think will ta 

the defense effort \t least that is my best thinking Son 1) 
ays - We need 25 pereent,’’ and somebody else says ‘* We 
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Senator Benton. I know that you are thoroughly familiar with 
the fact that the New England business community, long before there 
was a defense effort, felt it needed a steel mill and should have a 
steel mill from the standpoint of development of New England. 
It just dawns on me, as I look through your testimony on the defense 
problems, however, that New England had better get its steel mill 
right now or it may not stand a very good chance of getting it. Would 
vou agree that is a fair deduction? 
~ Mr. Carson. I do. 

Senator Benton. Thank vou. 

Mir. Carson. Senator, I want to clear this up. IT did not mean to 
refer to the New England st°el mill as an out-of-the-way place. 

Senator Benron. Your clarification is accepted. 

Senator Gitterre. Mr. Chairman, I just wanted to ask one 
question along the line of the questioning of the Senator from Con- 

etieut, re lative to the President’s report and your report h re, as 
contained in your statement to us, that within 2 years you anticinated 

‘ase in available supply of approximately 10 percent, to bring 
» 115.000.000 tons. 

Mr. Carson. Yes. 

Senator Gituterre. But immediately following this—and that 
seemed very encouraging to me until I read your following two 
sentences—that the expansion in the steel industry that you envision 

require tremendous quantities of steel in making that expan- 

n 1 addition to that of meeting the need for ore-carrying boats 
and railroad equipment. 

Now the very fact that this expansion that you anticipate is going 
h tremendous quantities of steel, is it quite as rosv a 


as we would be led to think, this increase in productive 
t\ f it itself is going to use up your increased production? 
Mr. © soN. Senator, I am just hoping that we will get the time 


this increased capacity in before we start shooting the stuff 
that we are making. That to me seems to be the important thing. 
We do not know how long it is going to last or how much we are voing 


» be called upon to provide, so the wise thing, it seems to me, is to 
the production in and get it in as quickly as we can, even though 
ha to do without a lot of civilian things in the meantime. I 
thi I s back to that. 
Senator Gitterre. I fully agree it does, but I am just wondering, 
statement, what the reason for optimism will be after 
BZ) rs I we are come to use the increased production that we 
pate in the next 2 vears, if it is going to be used in the expansion 
tself. It will not be until after the plant is brought to that produc- 
ve capacity that we can expect the increased steel to be available 
for tl rth ses 
Nir. ( son. That is correct, but some of it will be coming back 
to us in va periods. Unfortunately, we have to put out all of 
he s for p tion right now if we are going to have the value 
of the plant Chen we begin to get a return on that, some of it start- 
ry as earl the third or fourth quarter of this vear, and then it 
will come in very quickly from that time on, the new steel. 
Senator GILLETT But the productive value of it will be projected 
1, 
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The CHarrMAN. Senator Long. 

Senator Lona. 1 would like to ask one or two more questions. 

I believe that part of your program is also to expand the supply 
of box cars available, as part of expanding the Nation’s productive 
plants. 

Mr. Carson. Yes, sir; we have to get these materials from place 
to place, and we need more transportation, all kinds of transportation 

Senator Lona. In line with that we are also interested in our inland 
waterway transportation. Do you have in mind making steel avail- 
able also for the construction of additional barge capacity? 

Mr. Carson. Yes, sir. The ICC has quite a program on inland 
waterway barges. It has not come to us in final form, but 1 am sure 
that it will be over there in the very near future 

In the meantime we have given relief to several barge manufac- 
turers on the Mississippi River in order that they can keep and hole 
their staffs and employees until this barge program has come in 

We have been fortunate in being able to get steel for them 

Senator Lona. The facts that I have available to me and the figures 
that | had worked up indicate that for a ton of steel used you get 
about twice as much carrying capacity in terms of barge transporta- 
tion than you do in terms of rail transportation and you also get n 
mileage with it. Have you ever had occasion to examine any of those 
figures on that basis? 

Mr. Carson. No, sir; I have not. We have a chap in the NPA 
who is in charge of transportation division, and who ts analyzing 
those things for us, and we will have to compare not only the barges 
with the freight cars but also the trucks with the freight cars and 


barges 


LOT 


Senator Long. Of course, as a former steel executive, you are very 
familiar with the normal savings of water transportation where it is 
practicable 

Mr. Carson. Yes, sir 

Senator Long. There is one point in your statement that does raise 
some doubt in my mind. It appears to me that you have worked out 
av program Lo carefully see to il that steel voes trom the producer to the 
warehouses and that the independent warehouses will get their share 
of steel. So far as I can see from your statement, there is no provision 
worked out to see that the warehouses will actually treat all of their 
customers equitably. You have no program of that sort at this time? 

Mr. Carson. No, sir. 

Senator Lone. Have you given any thought as to whether it might 
be a good idea to have possibly industry committees, or something of 
that sort, in various areas to attempt to let them work out a program 
among themselves to proportion steel among the various customers? 
What I have in mind is that the real purpose of seeing that the ware- 
houses get the steel is to see that the consumer, or the processor, gets 
it to fabricate it or to use it for his purposes, and it does seem to me 
that there may be some danger here that we are making the ware- 
houseman a wealthy man by letting him 
of deals with any customer ‘he would let the steel go to 

Mr. Carson. That is correct, Senator, but just take a minute to 
pomt out the timetable here. Our steel division was established 
October 3 That, by the way, Was the date of our first re 


which set aside the DO for the military We issued our steel order o1 


ro ahead and make all sorts 


ation I, 


Cul 
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October 12. 3 weeks later When we started we had to get the staff 
and everything. We did not have enough people to work with. On 
October 19 we issued the M-—6 order to assist small business. We did 
not waste much time, | do not think. We have—I told you earlier we 
cannot get the real effect of this until February because of the late 
time and the lag in production 

We have forms out now which will be back before the 15th of 
February which will give us the balance of where this material ts going, 
and if we find then that this is the case, that it is not being properly 

stributed, so that people intended to get it are not getting it, we will 


ertainly correct that order, but 1 do not think we are far enough along 


LO take anv action now until we get a true pieture of just what has 


han 
Senator Lone. Of course, it is well to think about these ‘things before 
the actual need for it arises. For example, if we wait until the ware- 
ousemen are favoring one customer over another, or making all sorts 
side deals for additional consideration for the steel among their 
tomers. a great amount of harm would be don even before we could 
io somethu about it So | hope we do not spend too much time 
hes ret ities to arise before we work on them 


\I son. We have a y y good committee now that is quite 


covering 1 whole country and they are meeting 
VV il! i ai sure we will have a chance 
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question addressed to you. We are getting a great many complaints 
and requests for help from small business all across this country; small 
businesses that are not able to get enough steel to keep their business 


Just one other thing—and this is really a comment rather than a 


going, not business as usual, but keep it going in a living manne 

{1 heard over the radio last night that a new contract had been 
given to one of the big three or big four automobile producers ag- 
eregating $99,000,000. It is my information that that brings the 
total of that particular manufacturer to about $500,000,000 total in 
war contracts, or, as vou say, defense contracts. Of course, steel 
was in tight production last vear, that is, during 1950. But that 
particular company was not hurt, apparently, because its production 
was 20 percent higher, | understand, than the preceding vear 

[t is also our information that that particular company—-and | 
am not saying that to be critical of the company; Ll am just using it 
as an illustration, more or less a typical case, as small business sees 
it—apparently is not going to be called upon to curtail its civilian 
production more than probably 20 or 25 percent; certainly not as 
much as 50 percent. Yet lots of these small businesses, first, cannot 
ret a Government contract to help tide them over and, second, they 
cannot vet enough steel or other basic materials to enable them to 
carry on their production at, perhaps, even at 50 percent capacity 
[tis that kind of case that paints a very dark picture for small business 
throughout the country. | wanted to comment on that and ask that 
you and the people with vou keep that kind of situation in mind, with 
reference to the complaints, the cries for help and in some cases the 
calling for help by small business all over this country 

Mr. Carson. May I just take a moment to comment on that 
Senator? ; 

The CHarrmMan. We would welcome it 

Mr. Carson. We do have that very much in mind. I think a great 
misunderstanding of the situation prevails in the automotive indust 


vs 
because we hear the same as vou do, and probably a great deal more 
complaints from people that say, “Il have to close my plant,’ and “I 
read in the papers that the automobile companies are going at 100 
percent,’ and they cannot understand why we don’t issue an order 
telling the automobile people they can only operate 50 percent or 70 
percent, or at whatever point they seem to pick. Asa matter of fact 


the automobile industry has been operating at perhaps a better pet 


‘ t 
centage of production than some of the othe: industries, but becaust 


f the fact they have taken what we know in the industry as conver- 


sion steel, steel from one plant that has a surplus of ingots, taken to 


another plant that has a greater capacity for rolling, and taken to 
another plant to have it cold rolled and finished, it increases the cost 


[tis not black market or grey market or anything of the kind It is 


I 


simply an increased cost, but it is utilizing steel which otherwise would 
be lost to the total eeonomy 


We feel that it is a verv excellent thing It gives work to thos 
people in the automotive industry until such time as thev ean have an 
pPporbunity to change over to tanks, planes, or othe: things, and w 


feel that if a man loses his job he suffers just as much, whether h 


VorkKs tor the automobile eomMmpanyvy or some otk er Company HI S 
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But further than that, the automobile companies support a great, 
great many small industries, more than any other industry. There is 
not a one of them that makes all of the things that they use. There is 
not any that come close. They have many, many small fabricators 
all over the country making parts for the automobile industry. Then 
in addition to that, you have the small-business man who is the seller 
of the automobiles and the shops where they repair them, and all of 
those things, so that we feel it has been very fortunate that the auto- 
mobile industry has been able to take up this conversion steel and 
operate perhaps at a better production rate than they might otherwise 
have been able to do. But there again I think it is the case of poor 
publicity on their part when they come out in the papers and say, 
“We make that many thousand machines or automobiles,”’ and the 
other fellow says, “I am only making a few.”’ 

The CHarrMAN. I stated in my comment that I was not making it in 
any sense for the purpose of criticizing that particular company or 
the entire automobile industry or the giving of the contract. We all 
I the importance of the desley, just as you have outlined it. 
I was making it for the purpose of emphasizing the erying need of 
these thousands of small businesses who simply cannot get steel and 
other critical materials unless they pay disgraceful black market 


recog zo 


Senator ScHoOEPPEL. I would like to ask you one other question. 
You mentioned that in a few weeks you are going to have your 
warehouse committee meet and go over a lot of these matters that 
robably gathering statistical data on now. 


\fr CO SON ‘Yes 

Senator ScHOEPPEL. Can you furnish to this committee, in some 
sort I port form, the shipments that are yong to the warehouses 
‘ supplement that with the prices that they are charging over 
t tr\ Can vou do that for the benefit of this committee? 

Mr. ¢ son. I am afraid not, Senator. As I understand the law 


il 
\ richt to deal in prices That would come under 


n prices. Can you 
when thev report to you the prices they are charging 


‘ 


coes to the very thing the chairman of this committee 

< and that is this black and this grey market picture. 
\ SO? I think we can, but I would have to clear that with 

sat NPA I si no reason whv we could not be able to, 


\ , N ‘| Dank Vou very much. Nir (arson We appreci- 


- > Ss presel Ltion 
: ng the producers we have, first, Mr. David F 
us sident in charge of sales of the United States Steel 
Cor ve have Mr. Hiland Batcheller, chairman of the board 
Ludlum Steel Co., and Mr. J. W. Anderson, vice 
S 9 sales, Sheffield Steel Corp 
three will come up together, or one at a time? 
Mr. Aus 
S o the committ We have quite a 
‘ » conclude by 1 o clo it the latest 
] OT « i lot of the 
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duplication as possible we can move right along. Yet we do want to 
explore the field as fully as necessary. 

Mr. Austin, we are glad to have you with us, sir. If you will just 
proceed in your own way. 


Mr. Austin. Thank you. 


STATEMENT BY DAVID F. AUSTIN, VICE PRESIDENT IN CHARGE 
OF SALES, UNITED STATES STEEL CORP. 


Mr. Austin. The hearings which this committee is oe 
are most timely and I am glad to have this opportunity to appea 
and discuss the distribution problems confronting United States 
Steel, the policy which governs our distribution and the result of 
adherence to this policy. 

When the Korean War started in June 1950, we were busily engaged 
in supplying a portion of the steel needs required to support record- 
breaking levels of industrial production. Our ingot production during 
1950 was 31,457,000 tons, the largest in our history, not excepting 
even the pe ak years of World War II. 

In spite of this record-breaking production, we experienced difficulty 
in fully meeting the demands of our customers. In September, as you 
gentlemen well know, the Congress passed the Defense Production 
Act, which in part deals with the control of distribution. Our 
distribution policy which covers that portion of our output not under 
Government control embodies the intent and spirit of the law itself. 

This policy aims to distribute the quantity of each steel product 
which we produce, in exeess of that quantity which must be set aside 
for rated defense orders and other orders assigned preference undet 
governmental directives, equitably among all of our customers Wi 
continue to give due consideration to the requirements of small 
business and the essential needs of new business 

Under tats policy, our supply of each product after due provision 
for rated orders and other orders assigned preference under govern 
mental directives, is distributed proportionately among all customers 
based on our shipments to each customer during the period from 
January 1, 1950 to June 30, 1950, with adjustments in the event am 


abnormalities occurred in individual cases This distributior poliey 


in accordance with mandatory orders subsequently issued by the 
National Production Authority applying to warehouses and non 
integrated steel producers 

You will recognize that however equitable this plan, or any plan 
of distribution my be. the drain of military and related program 
vhich must be subtracted on a mandatory basis from the total avail 
able supply, has fallen more heavily on certain products than on others; 
this has resulted in a more serious curtailment of our available supp! 


of certain produet than the over-all defense load would indieat 


No customer’s desires can be fullv satisfied, when as a Nation w 
commit ourselves to a policy aimed at carrying on simultaneously 
h rearmanent program and an industrial activity capable of 
porting if The onlv satisfactory answer to this problem is great 
p oduction of steel . . 

lo this end we continue to devote our earnest attention. In 

on to operating our steel-producing facilities at maximum capacity 


; ] ] 
\ re Working at top speed to add and place mopel mnew capa 
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as rapidly as possible. Our rated ingot capacity on January 1, 1951 
was 1,828,600 tons greater than a vear ago. Construction and in- 
provement programs now authorized will add another 2,500,000 tons 
of ingot capacity bv the end of 1952, or a total of about 4,300,000 


Lol 


We are doing everything we can to bring this new capacity into 


full production as rapidly as possible. This is an extremely complex 
ndertaking; since in conjunction with the construction of a new steel- 


producing plant, additional facilities must be provided for the produc- 


tion of iron ore, coal, coke, limestone, and other raw materials 
During the construction period we will continue to supply our full 
share of steel to meet defense and related needs in accordance with 
rovernmental directives, while distributing our remaining tonnage 
equitably in accordance with the poli v | have outlined 


The major needs of thousands of small businesses are supplied 
rom oul mulls. and we continue to he a mayor supplier of 


steel to the warehouse industry which is largely devoted to meeting 


ihe juirements of the bDuvers ol small quantities of steel. In this 
mn s annual report just released, it 1s stated in the section on 
steel that warehouses have lost about 40 percent ol their inventories 
( yr 1950 
To complete the record t should be noted that shipments to the 


warehouse industry by the steel industry increased from approx- 








nately 000,000 tons in to an estimated 13,000,000 tons in 
Q50 | Ss mv own opinio! the warehouse Industry Is doIng an 
xcellent job of se ng small business; in fact, our warehouse company 
over 47,000 customers in 1950 
s does not mean, however, that the desires or requirements fot 
se of s! siness or large business, under current condi 
\ \ r increasing quantity of steel is going 
V al ted essential needs under mandatory orders 
ss Vv the Groy nimen Just as taxes apply and should apply to 
st as s must be made by each of us, so must this 
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Senator Toye. One thought that came to me was that I noted here 
the diversion from regular mill supplying of the customer’s needs 
that of the warehouse. It was increased by 3,000,000 tons in 1950, 
Did the price in relation to the warehouse customer, or the steel cus- 
tomer, change to any great extent? 
Mr. Austin. Relatively, sir? 
Senator THyr. Yes 
Mr. Austin. No 
Senator Tuy} In other words, the actual cost between the customer 
dealing directly with the mill and the customer dealing with the 
warehouse, the relationship or percentage of cost remained the same 
Mr. Austin. Approximately the same, sir, ves 
Senator Tuyr. And you are guarding against that so there cannot 
be the gray-market operation in the warehouse supplying to thi 
customer over that of the regular steel mills? 
Mr. Ausrin. Senator, we supply independent businessmen in the 
warehouse business. You asked me did the relationship between the 
mill price and the market price remain constant. IT said to vou it did 
We do not control the retail price of the steel 
Senator Toye. That is the question 
Mr. Austin. I am attempting to answer that specifically. We do 
not control the retail price of the independent warehousemen who 
buy from us and resell in small quantities. We do not. 
Senator Tuye. It was the independent warehouseman that  re- 
ceived the increase in the 3,000,000 tons that went to the warehouse? 
Mr. Austin. Partly the independent man, partly our own com 


! 
i 
t 
LO 


pany, because we own a warehouse company. The two are com- 
I petitive. IT base my statement on the knowledge of the pricing action 
of our own company. ‘That rel: oe rem: ined constant, and I am 
easonably certain that competitively, by and large, it was true on a 
Ss seticinad basis and encompasses the independent Wi centoanel, [ do not 
0 mean, however, that you could not find specific independent wat 
: houses that had taken other price action. I have no personal know!l- 


edge of lt, but | do not say that vou could not find some who raised 


their prices, and perhaps na broad sense, mMarketwise, are not com 


petitive. There may be such instances. I would consider thet 
I and very far between, Senator 
Senator Tuyr. Thank vou, Mr. Chairman, and thank vou, Mz: 
— 
The CHarrmMan. Let me ask just this one question in line with what 


vou ies said. 

Does the increase of the 3,000,000 tons that went to the warehouses 
indicate a change in the pattern, or is that just the fair proportion of 
of the Increased steel production? 

: Mr. Austin. It did not change much, su 


ve The CHarrMan. In other words, the same companies that have 
heen buvine steel directly from the mil Vou think have cont nued 

to buy? . 
Mr. Austin. By and large, ves. That is true in our own case 


pe aking for the Steel Corp 

The CHarrMan. Senator Long 

Senator Lona. Is it rome to be your policy to treat independet 
warehouses on the same basis that vou treat vour own warehouses 


Mi \USTIN That Is true, and has been Ves 
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Senator Lona. Would you have any objection to giving this com- 
mittee the figures on that from time to time, that is, periodically, 
mavbe every 6 months or every vear? 

Mr. Austin. What figures, sir? 

Senator Lone. On the distribution of steel to warehouses that you 
serve, answering inquiries, and that sort of thing, from this committee. 

Mir. Austin. Lam sorry, I am not avoiding, but I do not understand 
what vou want 

Senator Lona. What I had in mind is that this committee did 
compile in 1949, in answer to questionnaires, information on the 
distribution of steel, and I wondered if you would have any objection 
to supplving that information on which to base such report in the 
future 
Mr. Austin. There is a published statement compiled by the 
American Iron and Steel Institute on a national basis. Nearly all 
producers are included; more than 90 percent of the total production 
is included, and that is public information and is available, and does 
indicate the quantities and the percentage of the total production 
that goes to warehouses. That would be better, sir, in my opinion, 
han having one company 

Senator Lone. Of course, what I had in mind is that we may ask 
several companies, and I am sure we will, to give us the breakdown 
on how they distribute their steel and I would just want to know if 
we could expect your cooperation in that or if you had any objection 
to it 

Mr. Austin. No. We would be very glad to see what you want, 
and if we.can we will of course supply it. 

Senator Lona. We have a chart here that someone had photostated 
and placed upon my desk. We had a report in 1949 by the then 
Select Committee on Small Business to show that from 1940 until 
1947, the distril | to the company -owned warehouses just 
about doubled, insofar as the percentage of the company’s distribution 


ution OF Stee 


Was conc rned 
\Mir. Austin. They also doubled to the other, too, Senator. 
Senator Lona. Here is a copy of that particular table [handing 
table to Mr. Austin]. These figures show that shipments of hot- 
rolled steel from 1940 to 1947 increased from 9.3 to 24.4 percent of 
hot-rolled steel, and of cold-rolled steel increased from 4.5 to 74: 
percent. lam not saying there is anything wrong about that, because 
that was partially a period of complete free competition. Never- 
theless, that would not be happening in the future if you followed a 
policy of treating all warehouses alike, would it? 
\ir. Austin. Under the policy that I outlined it would be equitably 


}  % l 
rbuted between each 


Senator Lone. One other point: You are presently pricing your 


} | » 
product on an ft. 0. Db. Dasis, are you not: 


Mr. Austin. Yes 
Senator Lone Do vou know of any reason why during this emer- 
rency period you would need to follow any other pricing policy? 


Mr. Aust! I do not, sir. 


enator Lon thank vou 


’ 
qais 


New, 


mr 1 cae , ; 19 
The ¢ HAIRMAN Senator sx hoe pel, 
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Senator ScnorrreL. Mr. Austin, of course your company is one of 
the greatest producers of steel in this country, by and large. You 
may “have had some objection to the contrary, but you have done a 
pretty good job of meeting the competitive needs of the country, 
have you not? 

Mr. Austin. Excellent. There have been individual shortages, 
but on the whole, excellent. 

Senator ScHoEPPEL. You have programs, of course, consistent with 
this national defense program, for improving and adding to the tre- 
mendous demands for steel supplies of all types and kinds that your 
company engages in, manufacturing. 

Mr. Austin. Many products, sir, 

Senator Scuorprpet. Mr. Austin, there is one thing that has given 
us quite a bit of alarm. It started to show its head again following 
World War II and going into this war period, and that is the black 
and gray markets. I take it a your industry as such and your 
company as such, are interested in eliminating that to the furthest 
possible degree wherever it begins a show its head. 

Would you give this committee the benefit of some of your studies 
or some of your findings later on down the line if it is shown to you 
that some of these warehouse outlets have been moving into the black- 
market or the gray-market field, because that is a thing I think we 
have got to whip at the outset of this program. I am naturally 
assuming that your company and your group of companies, the great 
suppliers of steel, certainly have some machinery or will cooperate to 
the furthest degree to see that that is wiped out as early as possible. 

Mr. Austin. Senator, my best answer, I think, is to tell vou that 
with our experience this is what we are doing: As part of the acknowl- 
edgment of each and every order we indicate that the steel is being 
sold for use for the purpose for which we know it was intended. It is 
not to be diverted en route by the buver. If the steel ts available for 
any reason, and there are often times cood and sufficient reasons, a 
man stops making an item, changes the en on and uses another size 
from the steel that he has, pe rfee ‘tly good, but not good for the purpose, 
since his design has been changed, if there is a quantity there he does 
not need, it is to be offered back to us. 

Further, we offer as our policy, and we have made public state- 
ments, ‘= at whenever we find that steel has been diverted into the 
gray or black markets, that that customer ceases to get steel from us, 
and we saan include in our statement of sale that we keep the right in 
that case where it has been proved that it has been diverted into the 
black or gray markets, we keep the right to cancel any unshipped 
portions of those very orders and that we will not take any more from 
that customer. 

We go further and say that in each case where we find these evi- 
dences cropping up, they are referred direc ‘tly to the FBI. That ts a 
corporate action; we are following it closely, everywhere. 

Senator Tuyr. Mr. Chairman, may I add that that is encouraging. 

The CuarrmMan. Well, I certainly agree with you, it is. 

Is there any further statement, Senator Schoeppel’ 

Senator SCHOEPPEL. No. 

The CHarrMAN. Senator Benton? 

Senator Benron. No, I have no questions. 


The CHarrMan. Let me ask this very brief question You mav 
} 


nave heard the comment I made before Mr. ¢ ‘arson left the stand, 
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and the little discussion between us, with reference to the automobile 
industry 

Has the amount of steel that your company has sold to the auto- 
mobile industry in 1950 increased materially over the previous years? 

Mr. Austin. It has increased through the vears as the demand has 
increased, ves 

The Cuarrman. Naturally, as the industry grows its requirements 
will be greater? 

Mr. Austin. That is true 

The CrHarrmMan. Could you offer any suggestions, or perhaps a 
comment, as to your reaction on how the present voluntary program 
is working. or offer any suggestions as to how it can be improved? 

Mr. Austin. First of all, as Mr. Carson told vou, we are, in the 
broad sense, setting aside all that is needed for the defense programs 
on a mandatory basis, and what we call the supporting programs 
You might say freight cars were a supporting program but not 
necessarily a military program in a direct sense What is left, as I 
outlined in my statement, we are equitably dividing 

As requirements for automobiles become less, and there will he 
limitations, not necessarily brought about by shortages of steel, but in 
my opinion the automobile production mav well be curtailed by 
shortages of other products As those demands lessen and remem- 
ber, we start only with an equitable supply—they will begin to flow 
into other channels as demands for other items continue or accrue. 
It seems to me what We are trying to do here is simultaneously do this 
rearmament job, do it first, set it ahead, ves, but I think we have got 
almost as Important a job of keeping our economy, our industrial 
activity, at a rate to support the rearmament program. 

so we are altempting to do both jobs; do the first job first, keep the 
second job as nearly at record-breaking levels as the total production, 


or inversely, the total military and supporting needs permit. Do it 
equitably, but do it, and do both simultaneously. That is our big 
problem today lt is not the civilian job alone 


In 1949, and again in 1950, we saw areas of complete balance of 
supply and demand, in spite of the fact that over the last few years we 
have lost nearly 29,000,000 tons of production because of stoppages. 
In spite of that, there were areas, periods, product areas, in which we 
were coming into balance. When we take the military load and super- 
impose it on top of the civilian load, that balance will no longer be true. 

So we take up a new task, the task of doing both jobs, and doing 
them simultaneously. The Steel Corp., | might almost presume for a 
moment and speak for the steel industry, will make any sacrifice that 
we do not produce too little or too late 

The CHarrman. Mr. Austin, of course everything is modified now 
by the defense program, but this thought comes to me, with reference 
to our hope that some day we may return to normal conditions: You 
speak of the increase of capacity by your company of 4,300,000 tons 
over the next 2 years. | recall that soon after the war when we were 
once again in the voluntary allocation program, the great difficulty 
that many small companies down in my area, Anniston, Gadsden 
Birmingham, Tuscaloosa, the soil pipe centet of the world, were having 
in getting steel or pig iron, even though they sat right under the 
shadows of many of the great furnaces of this country A great many 
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of them were having to pay a premium to get their product shipped 
from ‘Texas or some other far-away place. 

A very good part of your increase is projected for Birmingham. 
Mr. Ingall, the present president of the chamber of commerce made 
quite a “speech recently about the need in the Birmingham area, and 
Alabama generally, for more steel. Did you read his speech? 

Mr. Austin. I have not, but I am familiar with Mr. Ingall’s judg- 
ment on the matter, and the best evidence of the fact that we share 
that concept is our own expansion in that area. 

The CuarrmMan. Yes, and I just wanted to get in a word ahead of 
time, that a reasonable part of that expansion goes to the small indus- 
tries and to the industries generally in that area. I recognize your 
commitments and your obligations to vour preexisting customers, but 
they have no claim on this increase. Mr. Ingall stated, whether or 
not he is correct in his conclusion no one can tell, but he stated that 
over the next 10 vears, | believe, the population of Birmingham 
would double if the companies there crying for steel could get what 
they need, although you have this tremendous re right there 


Birmingham. I just offer that as a suggestion, Mr. Austin. 
Mr. Austin. For many years we have been very proud of our place 
in the industrial activity of the South. As the demands and needs 


grow in that area we hope to grow with it, as we have since 1940. 

The CuatrMan. We like to see you grow and we want you to help 
us grow. 

Mr. Austin. Thank you. ‘That is our objective, too. 

The CuarrmMan. We are glad to have had you. 

Mr. Batcheller, chairman of the board of the Allegheny-Ludlum 
Steel Co. of Pittsburgh, Pa. Mr. Batcheller, we are glad to have 
you with us. Will you just proceed in your own way. 

I understand you have no prepared statement. 

Mr. Barcueiier. | have not prepared a statement. 

The CHarrMan. You have, however, had a very rich experience 
growing out of the World War II effort, but again I invite you to 
proceed in your own way. 

Mr. Barcuetier. Thank you sir. 


STATEMENT BY HILAND BATCHELLER, CHAIRMAN OF THE BOARD, 
ALLEGHENY-LUDLUM STEEL CO., PITTSBURGH, PA. 


| have not prepared a statement, and I hoped that we could do it 
with a minimum of statisties. 

| have attended many of these hearings, and it seems to me that 
very often we get bogged down with a vast mass of paper work. | 
have, however, provided you with a set of three very simple charts, 
the first one showing, historically, the production of alloy steel, 
including the so-called stainless steels, from 1935 throughout 1950. 

You will note the rapid increase during the war years up to a peak 
of 13 million net product tons in the year 1934, the subsequent decrease 
to some 6 million tons in 1949, and again an increase to 8's million tons 
in 1950. 

The reason for that peak production, of course, is obvious. The 
great requirement of the Armed Forces during the war period, prior 

World War II, for armor plate, ammunition of all kinds, the war 
requirement, in other words. 
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The subsequent decline which might seem a bit curious, is equally 
obvious when you consider that after 1943 the peak of the war require- 
ments for alloy steel had been provided for, and as the end of the war 
approached the requirements of the armed services rapidly evaporated. 

If you will turn to chart No. 2, you will see a different situation. 
The capacity of electric furnace steels. <As regards over-all alloy 
steel capacity, almost no sensible tonnage could be set by reason of 
the fact that some 70 or 75 percent of all alloy steel is produced in 
open-hearth furnaces, the supply of which is adequate to supply per- 
haps 90 million ingot tons, and any part almost of that open-hearth 
capacity could be diverted to alloy steel. The important alloy steels 
and the critical alloy steels, however, are produced by electric furnace 
processes 

This rapid increase in the capacity to produce electric furnace steels 
from 4'5 million tons in the same critical peak war year for all alloys 
up to nearly 9 million tons in 1950 arises from the fact that in my 
knowledge everything that our engineers have developed in recent 
years has so greatly contributed to the increase in the standards of 
living in this country and require for one or more of the vital parts 
some metal, some new metal, which has not been given to us by 
nature in the form of any one metal. Iron has its qualities; copper, 
aluminum, nickel, chromium, and so forth. 

But the requirements of modern civilization are not satisfied by 
any one of those. Our metallurgists and engineers have made this 
great development possible by their constant effective research in 
studying what can be done by taking the base of iron and adding to 


it a carefully determined percentage of nickel or chromium or molyb- 
denum or columbium, and so forth, as the case may be 

In this critical area, high-alloy steel is in short supply We do not 
vet have enough to satisfy the needs of our present-day civilian 
econon 


Take the dairy industry, if you will, where the stainless alloys have 


come into broad use. The last figures I saw indicate that some 90 
percent of the mechanized processing of milk into ice cream, into 
cheese, and so forth, was being carried on in alloys made from an iron 
base, to which 18 percent of chromium and 8 percent of nickel had 
been all oyed to form a true metal, a metal that is not attacked A 
almost an the agents that so rapidly attack carbon steel and most 
of the othe metals 


If it were not for the impact of the oncoming defense program, we 
would at , this time be back on the farm replacing tin-plated milk cans 
which are fine when they come from the plating process, but rapidly 
de eile pores through which corrosive agents go to work, and many 
other dairy products. I think we must face right up to the fact that 
those aiaaaias must be curtailed. It is possible that they may 
have to be put back on the drawing boards and left there for some 
time to come 

The production of alloy steel, even to a greater extent than David 
Austin has e Xp ylained to you in the case of carbon steel, is not de pe ndent 
upon capacities produced. It is not dependent on know-how. These 
western Europeans who a few generations ago were way ahead of us in 
the production of the skilled metallurgical products, are coming over 
here now from the Ruhr and from France, and so on, and they are 
goggle-eyed to see what our metallurgists and our production people 
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and our engineers in this country are doing in the production of thes 
new synthetic metals, call them that. We have that know-how. 

The one limiting factor which we cannot go beyond is the supply 
of the essential raw materials. We have, for instance, no nickel 
deposits in this country. If we have them they are negligible. The 
world supply of nickel available to the friendly nations of the world 
are pretty well concentrated, as you undoubtedly know, in Canada 
That supply is limited by problems which are better known to the 
nickel companies than to me. They are subject to international 
allocations, particularly in times of war. We must take what we can 
cet, and with that available supply of nickel we will produce any kind 
of alloy material needed, first, for the war program; second, for ou 
essential domestic economy. 

This country is not fortunate, gentlemen, in the available supply of 
the so-called strategic metals, one of the most important being 
chromium. There is going to be chromium ore in this country fo: 
refractory eo s, but little, if any, of the metallurgical chrome or 
World-wide, it is plentiful, and if we can keep the sea lane ‘'s open from 
Rhodesia cae from Turkey and so on, there is plenty of chrom ite to 
come into this country to suf} pply the requirements for that metal 


So what happe ns? When we are forced to curtail our nickel, ou 
metallurgists again go to work to see how they can substitute and 
stretch out the supply. May I give vou one quick example of that 

About 2 vears ago, when our company and | am only speaking of ou 
company, sir, because I am sure of my facts there, and Iam not sure of 
anything my competitors are domg—but in our company we \ 
asked to develop a new metal that could be used for the shell of the 
cathode tube in television. Up to that time the whole tube was m: 
of heavy glass. There was a breakage problem there, and hea 


weight, and so forth 

We were asked to do this: The problem was to find a metal that 
would have the same coefficient of expansion as glass, because ol 
V1 iously the lens, or as they call it, the face plate of that tube, the thing 
that you look at, must still be glass, but the shell of this tube was to 
be of a metal, was to have the same coefficient of expansion as glass 
or as the tube expanded with the changes in temperature the seal 
would not be broken between the lens and the body of the tube 
That was done by the lavish use of nickel, as well as chromium 

As nickel became more and more critical in supply, these met 
lurgists had to go all the way back and do that all the way again, 
have come out with an alloy which now requires no nickel and still 

rves the same eaihie So that is typical of the job that was being 
done. We can only make so much of this, or this is the ceiling, wi 
cannot go beyond that. In my humble opinion there is almost no 
limit to wis American ingenuity can accomplish, and especially in 
the field of these new synthetic metals. We have not begun to open 
the oe 

All right, what are we doing beyond that? What are we doing 
more completely satisfy the need of this advanced standard of living 
! wish that I could transfer you gentlemen to Pittsburgh for an hou 
or two. I] might suggest that some time you come up there, becaus¢ 
vou would see things that are being done in this industry that cannot 
be adequately described by language. If I could give you just one o1 
two quick examples: 


ana 
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Qur company doubled its capacity during the war years; has 
doubled since the war years, and is now in process of starting a third 
program which will again double it. Included in that program, 
begining at the end of the war, we started the erection of a new 
electric furnace department, the like of which the world has never seen. 
We went way beyond inside the capacity of electric furnaces that 
had been used, but particularly in the input of power. And in the 
four new furnaces having the capacity of about 405,000 ingot tons 
of steel a vear, we are putting 74,000 horsepower, which, | under- 
stand, is as much power as the entire city of Senator Benton’s Bridge- 
port. This will be used for all purposes. 

In one of these furnaces we have made a heat of steel in as low as 
3 hours and 10 minutes, as compared with a normal 9-hour heat in 
an open-hearth furnace. I believe it gets to approximately that 

At the same time, the largest of the mill builders delivered to us a 
new continuous cold mill for the production of flat-rolled alloy steel 
and particularly the silicon steels so urgently required by the elec- 
trical industry. When we bought this mill they told us they would 
ruarantee us 2,500 tons a month, and we might possibly get as high 
as 4,000 tons a month. That mill was turned over in December of 
1946. Our own engineers went to work on it with the great electric 
companies, and there are more new gadgets on that mill than there 
would be candles on your Christmas tree today And last month 
we got 14,000 tons of silicon steel off that mill and we are shooting 
for 16,000 tons 

It is that sort of thing that is going on that causes me to say this 
job can be done. I wish I could take you up to another plant we have 
where we have been working for a year and a half with a continuous 
casting of steels. You possibly have read something about this in 
the newspapers. What happened in my case about a year and a half 
ago, the president of the Scoville Manufacturing Co., one of the great 
brass companies in New England, called me and said ‘‘You better 
get on vour horse and get up here. There is something going on that 
vou should see.” [ went up there and found that instead of casting 
their brass ingot by ingot by ingot, as the steel industry has done from 
time immemorial, and still does, that they were using a process de- 
veloped crudely by a German, brought over to this country by some 
alert American engineer, reengineered and put into the nonferrous 
ield, and continuously casting molten brass into slab 
form ready to go right into their rolling mills, and the day I was there 
the apparatus had Ope rated for 29 days, night and day, without one 
momentary interruption. We picked it up and have been working 
on it, trying to adapt it to our alloy steels, and we are 95 percent 
along the road. The indications are to us that instead of losing 12 to 
14 percent for every ton of alloy steel we make by casting it into the 
mold and then cropping off the pipe end of the ingot, we will get 


Q7 percent recovery lt is that sort of thing that is going on in 


and thev were 


this industry 
\ ‘ ‘ ee ‘ ] { ‘ 
ow to sav now under any conditions the supply Ol these strategic 


h this advance in eivilization and in the 


One hundred miles north ol a mill that we have at Watervliet. 
N. Y., which is just outside of Albany, where Tom Dewey still lives, 


sa deposit of mm ore that is almost immeasurable; 30,000,000 
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Senator Lona. Where is that deposit, sir? 

d Mr. Barcueuuer. It is a few miles north of North ¢ 
lower Adirondack Mountains, at a place called 
Senator Lone. In what State is that, su 
l. Mr. Barcuretier. In New York, it is only about 

ut of Albany. 


‘ree cin the 
Tahawus. 


100 miles north 


e Thirty million tons has already been blocked out and when con 
- centrated it runs 57-percent iron and 27-percent titanium, both, of 
l"- 


course, in the oxide form, 
C The effect on our whole situation in being unable 


to utilize the iron and to segregate and turn the titanium oxide into 


to vet that ore, 


“ti metallic titanium would be almost beyond belief 
Ith In cooperation with the National Lead Co., my company has been 
working on that for about 2 vears, and we are making great progress 

a \ vear ago we succeeded in making a little ingot that vou could hold 
el in vour hand of metallic titanium, and that is the first time that had 
= ever been done. We are now up to ingots of seven or eight hundred 
ld pounds awprece 

zh While there is a long road ahead I can see no reason by coming 
ol out lo supplement this supply of alloy steel, and also to add iron ore 
rie to carbon steel production, we will not have a new metal that has 
re superior engineering characteristics, great strength ratio, to any metal 
th that has ever been known That is the sort of thing that has been 
ne voing on. 

The CuatrMan. Thank vou, Mr. Batcheller 
his Senator Long? 

ve 


No response 

US The Cu AIRMAN. Senator HH imphre \ 
inh No response 

alf The CHAIRMAN. Senator Thvye? 


paul Senator Tuyr. Mr. Batcheller, there is no question in your mind 
ver but that we can meet the domestic needs of stainless steel if we can 
al just watch the distribution so that we do not increase the prod iclion 
Ing of one plant at the sacrifice of another plant Is that about the 
— answer? You mentioned cans, for one 
de- Mr. BarcHEeLLER Do vou eu for peacetime conditions? 
oxi Senator Turk. | mean with your anticipated increase in-plant 
se production, the efficiency of the plant, that vou will be able to step 
lab up and meet domestic needs if we can have a proper distribution 
ers and allocation 
— Mr. Barcuetier. No, sir; if T said that, | did not mean to say that 
ng Senator THye. But ues gave us a picture of how you can increase, 
os how vou have increased by different methods of process, and you are 
- to ~_— 95 percent of the way on the change in some steel processing 
the ith that rosy picture you sort of give us the assurance, aad | was 
Be ae ring whether I was right in that feeling that you are going to bi 
oe able to step along and keep pace with domestic needs. Am | wrong in 
that assumption, Mr. Batcheller? 
Cele Mr. Barcuetter. That would be correct, sir, but 1 could not make 
Uh that statement in view of a defense armanent, whatever vou would 
eall it, the extent and nature of which I do not know. It is quite 
ar —_ le that some of the new weapons of the war may require all of the 
ve vailable supply of some of these strategic metals that are available 
a 
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to us that temporarily, at least, would cause a severe, a drastic 
restriction on our ability to produce peacetime metals using the same 
constituents. 

Senator Toye. Mr. Batcheller, these three charts that vou have 
laid before us, the stainless steel production charts, would indicate 
that you are stepping up in the greatly expanded production and in the 
new technical know-how that you were developing which would in- 
crease the production of the existing facilities. Does that give 
assurance to us who are constantly sitting between the fabricator and 
the supplier—because Members of Congress get in both wavs, we 
eet it from the man who needs the product and we get complaints from 
the fabricator if he does not get the material, and we are in the middle, 
so to speak Can we take-some feeling of comfort and assurance from 
the information you have given us and the charts that vou have laid 
before us. that the fabricator is WO! king with stainless steel, processing 
and fabricating the needs of the user of that, whether it be in the dairy 
field or in any other food production or retailing field. Can we have 
an assurance from you, or shall we be able to take some assurance from 
vour statement, that the needs of this fabricator will be practically 
met, if we do not have an all-out shooting war that would just tie our 
entire industries up in meeting the demands of the war? 

Mir. Barcuetier. Well, we are way ahead of that, Senator, because 
we not only would give the fabricator what he needs, but we will give 
him new metals which will make possible for him products he has 


lever dreamed ol. 
l l rea4n l 


Senator TH) In other words, to the man who ts fabricating stain- 
less steel ou are going to give something that he has hoped for but has 
never visualized befor Is that it? 

Nii > Hil Ab ylutel 

Senator THy We have some fabricators in here today who are 


Just taking in every word that vou Sa\ and hope that it can be 


¢ i] ( { 

\Ir. BarcHetLer. Let them take it, Senator. We have no reason 
if 2 trite phrase, but it is true, we have only scratched the surface of 
the possibilit of still further increasing our standard of living by 


ombininge those metals that nature has viven us, to come out with an 
infinite new supply of metals, the qualities of which are undreamed of 
‘ 


There is something like 70 metallic elements: if | am correct l am 
no netallurgist, but it is something like that; the combinations of 
those are infinit We know a little something about the possibilities 


of some 15 or 17 of them, but I bee of vou not to interpret my state- 
ment as indicating that in the case of an all-out cl fense program or 
shooting war there will not be severe dislocations and hardship cases 
which | cannot estimate or define, because neither I, and I do not 
think anvbody else, knows the nature of these weapons, their extent, 
and what they will require 


I do know this, sir: In 1919 my company made a discovery that 


by adding to ordinary steel 12 percent of chromium and 23s percent 
of silicon, we could come out with an exhaust valve for an internal 
combustion motor that changed the whole automotive picture. Up to 


that time, as vou reeall, every 2,000 miles or so you had to go into a 
shop and have the carbon scraped off your valves and you had to have 


the valves reground and the valve seat reground. 
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This discovery changed all that. Now that is 12 percent chrome 
and a couple of percent of silicon which is fairly plentiful in supply 
Now along comes your airplane motor not only with valves weighing 
more, but subject to higher temperatures. What revolutionized 
automobile motors in 1919 was absolutely inadequate for your airplane 
valve. 


There you must go up in nickel and you must vo way up in chrome 
and must add columbium, cobalt, and so forth Now lone comes 
your jet plane. The en rineers are seeking, | beheve, 2 OOO metals 
that will stay put together and not disintegrate when the temperatul 
of that motor gets up to 2,000°. That is perfect efficiency Th 
is no such thing. It is absolutely impossible today, but we are up to 
about 1,700°, and that comes from an alloy which has no iron what- 


ever or steel whatever. It is hich in cobalt, and again high in nickel 

Now, how many jet planes are we going to produce? How many 
pounds of cobalt or nickel are rong to be requir d to fill that re quire- 
ment which | assume will come ahead of anything else, and so on 
down the line? But I can tell you that what I have said to you in 
my humble opinion is correct: That the impact of the war pro 
no matter how seve It 38, will not be as drastic as statistics will 
indicate, because, again, our metallurgists will vO to work and find 
ways to make things stretch out more than they normally would, to 
make substitutions. 


In the last war, if vou will recall, the technical committ: f the 
steel industry developed an entirely new series of low-alloy steels 
which were called the tional emergency sti and they sti hed 
production of those { Is b oh 25 pe ‘cent That same Committee 
is working again now, wav ahead of the War Production, or ahead of 
anvbody els They have gone to work in anticipation of this, and 


are picking that test up again. 


1 1 
so | can sav to \ th no! tler wha 1} ‘ wpe | vill 
a 4° ] } ia l 
not be as bad as l pe stat ically maicat 1) 0] ne at a lot 
of thes reports \\ n do hette than th fe: he ¢ nt to v hich 
these metals are available for civilian use I would not at empt to 


measure, sir, because | do not know what t] e program 
Senator Humpurey. Mr. Chairman. 


The CHarrMan. Senator Humphrey. 


] 
Senator Humpurey. This is a most int n xp on son 
{ 1] 
ot the techni i Isp { of tl 1O St roOaUctLO ei) | how it 1 
most nfor native but | think tha | vol | , 1) { n 1 : of 


that pertains to these metals? I am sorry that I did not have tl 
opportunity to hear all of Mr. Austin’s testimony from the United 
states Steel because | have a report here befor me from the National 

i 


} . ° 
Production Authority as to the percentag requirements up 





: % : ; P 
June of 1951: that is, under the estimates of steel and steel allovs 
This report is signed by Mr. H. 7 it to the Admin 
hei ns [ feel. th tj . s revealed ere are tremendou 
ad hee pDelhn | I i a i( 1 Oo t} 5! ) wo \ d by Lf l 
} : > ia 1 ] 

nological improvement But when you get down to the man who 
down in the small processin plant, o1 isa fabricato he sinadaq \ 
] | +] +} . . ] . ] é } 

dary. He knows that ere Is Increased production. He knows 


that the military requirement for carbon steel up until a few davs ago 
+] Ch ES te aad aes nee 1Q° ! 
the totar production up until Jun Le ina 


Wiis only o percent ot 
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yet he cannot obtain steel. He cannot get steel alloy. He cannot 
cet carbon steel He cannot get any kind of steel, unless he pays the 
price, 

Mr. Barcueuier. After all, now, Senator 

Senator Humpurey. What | am trying to bring to vour attention 
was pointed out DY the committee report 

This is not my comment, but is the report of the select committee. 
The re port says: 


Gray arket operators are out to make a quiek killin: Large tonnages of 
eet ste are currently being offered in New York at $350 a ton, a figure which 
is S225 | er A ric 


{ am sorry that I did not have my mail from the last 3 months 
vathered together todav, but 1 do have it and I intend to bring it 
down when we have the warehouses and the fabricators before us. 
In mv correspondence examples are given where vou could get un- 
limited amounts of steel providing vou are willing to pay that high 
price way over the legitimate market. Also, I get the complaint that 
the manufacturer of the steel gives special priority treatment to their 
own fabricators. to their own subsidiaries. as the report of the Senate 
committee po nts out. 


Here is a gentleman from Centerville, Iowa. I imagine it is a 


small company, and this company reports: 
Mur compe I \ ire I liaries owned by steel mills continue to get 
Tk} j 1] Hot + . : ; , . 
Chose are the probiems that this committee 1s supposed to relate 
its activities to We are not technologists Che problem that we 


1 ] ] ] 


have is that the small, ind pendent steel processor and fabricator is 


sunt of steel that he ts entitled to have propor- 


Mir. BarcuetLter. Ther sa general statement, sir, that that small 
fabricator did not substantiate except locally. May I answer your 


questi 

Senator HumpH Y 

Mr. BarcHeLut l will endeavor to give you the over-all pieture; 
the general supply of allov steel, what is being done in order to bring 
| 1) fe) i\ | ( OT l eed 

The Sno question that the distribut on of Sti el throuchout this 
country is not perfect It is not humanly possible, [ think, to see to 


it that verv singie use! of steel receives exas thy what he would like 
» have at the time he needs it We are doine all, | think, that is 


humanly possible to do that. In my company we have 9 or 10 
companv-owne qd ware houses scuttere dl strategically across the country 
from Springfield, Mass to California Wi have ”24 warehouses owned 
by agents who represent us, scattered all over the country. 


Ve supply steel to those warehouses as scientifically as we can, 


base 1 Oo! base pe riod req ements by crade and by SIZe | do not 
mamtam h [ that Ss pertect It could not be pertes t. because these 
steel us S tThemseive are \ often to blame, and many of those who 


are now crving the hardest, Senator, in the midsummer of 1949 lost 


their intestinal fortitude and stopped buying steel completely, with 

if ,3 : nt 
tl result vear and a half ago my company s operations fel] 
hye ow TI) ( n OT ¢ ip t\ 


| re all one cnse whe Ie | was being t¢ rribly abused by an expedite! 
ser of steel because we were not shipping him 
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enough, and in came a telephone message saying that the president 
of his company had decided that they had too much inventory and to 
hold up all shipments for 8 months to come. 

Senator Humpurey. All Il want to Say is that just 3 davs ago one 
of the largest single steel processors in my State came into my offic 
without mentioning the name of the company, which I would make 
available to the committee—and told me that he was unable to eet 
steel in the lecitimate market: but he could Ee all he wanted to if 
he was willing to pay twice the market price 

Mr. BATCHELLER. Is that carbon steel or alloy steel, senator? 


Senator Hy MPHREY. | think this is carbon steel. We also hay the 
problem of alloy steel products which are used in dairy equipment, 
the same thine that mn colleague, senator Thye, Was I" ferring to 
moment ago There happens to be a firm in Albert Lea, Minn 
that manufactures dairy equipment, and they iu ‘unable to vet illo 
steel They were able to vet it in the normal market just a few 
months ago, but not now Thev have not been able to cet alloy steel 


} 


for about 2 months. This committee has tried to be of assistance to 
this firm without success 

L refer to another company that has been in business for twenty- 
some years in my State that is unable to get alloy steel. They have 
had legitimate market suppliers for years, but they cannot get it 
However, they can get it from a gray market operators. 1 think what 
this committee is directing its attention to is why do we have this 
problem. 

Sines there IS more steel] being produced and the defenss program 
as of vel has hot been YOY full steam ahead, why have We had this 
problem for 4 months? I am looking for information because I have 
nol bi en able to answer these people. 

Nr Bar HELLEI | sav to vou | do not know, but | do know that 
in the distribution of 100,000,000 tons of ingot there will be som 
dislocation and some unsatisfied claims. In the e: 


1] 
i 


Se ( 


it my company 
[ am sure, as Is done by all of my competitors—M_r. Austin gave thi 
same testimony—1tf we find one single case where any of our products 
get into the hands of a speculator and are resold by him at any gray 
black, or pink market, he is off our books We do not have a police 
force, and undoubtedly some does get there, but I maintain, sir, if it 
does it is a minimum and relatively unimportant, because we have not 
had, in our case, one complaint that I know of—in our case; I do not 
peak for the steel industry. 

Now what We do, Ve recelve innumerable letters We Tiler \ have 
had some from your friends you mentioned here who have never 
been customers of ours and tell us what a terrible situation they are in. 
We have a special committee of our top executives who take every one 
of those letters that come in, whether they are our customers or not, 
to analyze his requirements and see if there is anything that we can 
do for him, 

I can only say, sir, that in spite of every human effort that is made, I 
have never seen one shred of evidence that any of the major reputable 
or in fact any kind of a producer of steel, is doing anything to condone 
or to cooperate with any kind of a black-market operation. 

Senator Humpurey. My remarks are not directed toward that 


\iv remarks are directed toward the fact that up until the first day of 


July 1950, we had all kinds of steel, in terms of what the civilian 
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fabricator was using, and I was not receiving letters as a United States 
Senator from any of the companies in Minnesota asking me ‘Will you 
help me get steel?” But, I can produce documentation and evidence 
that by the 1st of August I was receiving all kinds of letters. Now, 
there was not any sudden shift in the use of steel from the Ist of July 
to the Ist of August. Yet, the market seemed to be gobbled up. 
The steel seemed to have lost its normal distribution lines. By the 
ist of September and the Ist of October, I find that reputable men, 
who have been in business for 35 to 50 years, and firms that have been 
doing business from 20 to 25 years tell me they cannot get steel unless 
they are willing to pay blood money to get it. They resent it because 
they are legitimate operators. I think that the real problem before 
the American people is the fact that a man has to be driven to illegiti- 
mate means to get what is considered to be a legitimate commodity. 

What else do they tell me? The y te ‘Il me that the V do not want me 
to expose their hand, because if they expose where they are purchasing 
this steel they may be cut off the gray markets. I have documenta- 
tions from some of the finest people that I know that have said, 
frankly, in their letters: 

Do not reveal my letter to any official or committee, because if my name gets 
uut that I am telling you this I will not even be able to get it on the gray market. 

I submit that that is not fair distribution. 

Mr. Barcueier. I agree with vou, sir, on that. What I seek in 
return is some method that would prevent that. Is it not true of 
suger? Is it not true of theater tickets? Is it not true of everything 
that temporarily over : i long time comes in short supply, as compared 
with ihe demand period? I think that vour situation is a little bit 
local. because I received just as many of these letters in the first 4 
or 5 months of 1949 as I have received in the last 6 months. 

And then we had a condition, sir, where overnight 40 percent of 
my capacity becomes idle. Why ? Because all steel users had over- 
stocked, and a little wave of fear swept through this country. Do you 
remember, sir? 

Senator Humpurey. I recall very well. 

Mr. Barcnetter. And overnight they found that they had too 
much steel, and as I say, expediters in our mil berated us for not 
selling more, telling me the same stor that you repeated, and in 
comes a telephone message, ‘‘Well, we have too much and we will 
not need any more for 8 months.” 

senator LONG. Does this not coeareets » to the prob lem as well, 
that every person who had some steel for sale, every speculator, any 
person who could get his hands on steel, was trying to sell it when 
the Korean emergency arose, and at that point he was trving to ac- 
quire more, hoping to make a big profit as the price went up? 

Mr. BatcHenuer. Sure, and with the advent of Korea it was 
perfectly obvious that this country was heading into trouble, and 
many people began to anticipate their requirements, some small 
users—mav I add just one more word to you, sir? 

[ happen to be president of one of the posts of the Ordnance Associa- 
tion, and fro1 n my experience in World War IT, I have a very vivid 
recollection of the problems er we had in securing adequate supplies 
of components ian small manufacturers. No serious problem with 
the big tank itself, but a carburetor, or a spring, or something like that, 
might be missing, and hold up a whole tremendous program. With 
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that recollection we have made a catalog; we have made a survey of 
every small-business man who owns one machine tool, just one lathe, 
or a shaper or something, in 10 or 15 of the counties of New York 
State, and we have listed them and cataloged them. 

We had one of the head generals from the Ordnance Department 
of the Army come up, and he got all these people together and told 
them how to do business with Government. It is not a simple pro- 
cedure, as you undoubtedly know. We gave him a briefing on that, 
and we are doing everything we can, not only to list and catalog, but 
each one of those small manufacturers, to help him and direct him to 
the best source of supply for the critical materials he will need in the 
production of those components. 

Senator Humpnurey. Mr. Batcheller, my office brought to my 
attention a letter dated January 19, 1951, from the Dairy Industries 
Supply Association. Let me just read a paragraph. 

The NPA has been unable to discover where the stainless steel, theoretical or 
actual, really is going, whether it is being seld to the highest bidder in gray o 
black markets, whether it is being given to pr ferred customers who are large 
isers in peacetime, or whether it is being withheld by suppliers for one reason or 
another. The NPA officials further advise us that nothing can be done at present 


; 


to make allocations even to an obviously essential civilian industry which is 
confronted by immediate crisis simply because top policy is opposed tO allocations 
at this time. 

I assume that the man who wrote this letter is the secretary of this 
association and is a responsible person. I know he may have a 
particular ax to grind in terms of his own industry, but all I can say is 
that all at once the normal supply of carbon steel, of steel alloys, as 
well as other kinds of steel, were chopped off, and that if you are going 
to get the kind of steel you need to carry on your business, you have 
to be an illegitimate operator. 

I have produced all kinds of evidence for this committee from the 
most responsible and respectable processors and fabricators who are 
unwilling to become illegitimate operators. Also it is true in printing 
paper. 

I think that Senator Schoeppel down here at the end has an example 
that came to his attention not long ago, and I would like to yield 
him. Is that right, Senator? 

Senator ScHorPPeEL. Yes, sir. I can say to Senator Humphrey 
and Mr. Batcheller that 4 of 5 months ago, in a number of instances 
in my State concerning doing business with warehouse accounts, some 
of the mill accounts were just practically clipped completely off and 
could not make contacts; could not get steel. They were informed 
that they could not get it, something like the same situation Senator 
Humphrey was referring to, as just sort of blanketing, in a number 
of instances my entire area in the State of Kansas. I am receiving a 
lot of mail on it asking why, and that is one of the reasons why I 
mention it at this hearing, to find out just what has been going on. 

Mr. Barcueiier. I have no doubt, sir, that there are many local 
Instances such as you have mentioned. Without knowing the details 
|, of course, could not express an opinion as to the reason, or the 
problem or the answer. When the secretary of this dairy association 
makes an over-all broad statement such as he makes in that letter to 
vou, you can present him with my compliments and tell him that he 
does not know what he is talking about, because it is not true that in 
the supply of stainless steel to the dairy industry overnight the spigot 
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was turned off and shipments were stopped and that they could only 
get a reasonable portion of their requirements of the available supply 
it 

mv company, and | am convinced 


by going to speculators and buying 
| tell vou, sir, that in the case of 


if. } true with mv competitors and other producers, there is not one 
penny oO} tribute or eralt or premium a manded by QnNV one ot us for 


our proaqaucts 


Senator Humpurey. There was no such inference in my remarks, 


Mi Batcheller The Vv are not directed to vou personally, 

Mir. BarcueLuer. Is that not inferred, sir, in his statement? 

Senator Humpurey. | think what is inferred is that he is worried 
about the distributive process. He is not denving that there is 
plenty « steel being produced He is not denving that steel is coming 
from the mills. But I think he is alluding to what has happened in 

\ir. BATCHELLE! Senator. if vou would care to send me a COpP\ of 
letter | would be clad to ¢o to him and see what his situation is 
I will be very glad to report to vou further, sir, regarding supplies to 
the « ndustry I do not have them in mind, but what he says 
creates a Wrong Impression 

Senator Humpurey. | understand the gentleman is here with us 
today { think it would b vod if we could get an answer to this 


sort of comment 

Phe CHarrMan. Anyth 
No responst 

The CaarrmMan. Thank vou very much, Mr. Batcheller 

We have one other witness. Mr. J. W. Anderson. vice president in 

charge of sales of the Shefhield Steel Corp _ Kansas City, \Lo. 


We are glad to have you with us, Mr. Anderson. Just proceed in 


STATEMENT OF J. W. ANDERSON, VICE PRESIDENT IN CHARGE OF 
SALES, SHEFFIELD STEEL CORP., KANSAS CITY, MO. 


Mr. ANperson. Thank you, Mr. Chairman. I have no prepared 
tatement, but I think [ know what you want. [| presume that you 
wanted to question me, probably about my area and probably about 
the steel industry as a whol J 

The CuatrrMan. You have been here during the morning and you 
have heard the discussion, and you may have some comments regard- 
vou have heard 


rsome ot tire th ne 


Mi ANDERSON | will make some comment on that 


First. 1 do not want to make a lone speech | do want to get : 
little plug in for my own company and our own area. We are a small 
company. I know what you gentlemen are interested in is small 
business. We ourselves are small business 


The CHarrMan. What Is your capacity? 

Mr. ANprrRsSoN. Our capacity at present is about 800,000 tons, all 
told, at all our plants 

The CHarrMan. Let me ask you there, Do you mean 800,000 tons 
of ingot production? . | 

Mi ANDERSON. Yes But let me proceed a little bit. We are not 
ional operator We operate 1n the Middle West, from the Missis- 


sipp! River to the Rocky Mountains and from the southern boundary 


1 


a ha 
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of North Dakota, taking in half of the State of Minnesota, and to the 
Gulf of Mexico. We make a few specialty products which are dis- 
tributed on a wide seale. One in particular goes to the mining in 
dustry, which does world-wide. That is small portion of our tonnage 
and it is distributed world-wide and in wide areas of the United States 

The CHarrMAN. What did you say that is? 

Mr. ANprerRSON. It is grinding balls for the mining industry, thy 
cement industry, the paint industry, the cosmetic industry, the coal 
processing industry, and so forth. That is a specialty. We do dis- 
tribute that widely. However, that Is a small percent of the total 

We are, primarily, in the production of bars; we process bars and 
rods, semifinish material bars and rods which we process into othe! 


manufactured products \t Kansas City we use approximately 
90 percent of our own production in further processed manufactured 
articles such as wire, nails, fencing, bolts, nuts, rivets, and so on, 
which we call finished products That, likewis voes imto that 


Lerritory 

I went with the company in 1919 and the plug I want to get in ts 
this: We were a very small company. Our capacity at that time was 
30,000 tons a year. At that plant now we are far in excess—-that on 
plant only—of 80,000 tons per month. We were pioneers in making 
steel from scrap, 100 percent scrap. In other words, we took out of 
waste material located within that Middle West area which I have 
defined, waste materials for which there was little use, and converted 
those waste materials into finished steel products which we use in that 
area. 

As I said, when I went to the company we had 30,000 tons per yeat 
and we had a rather difficult time in selling it. Our territory has 
developed and increased and has expanded ln every Way, pop ilation 
and otherwise, and industrialwise, so that we have tried to grow with 
our territory, and provide, insofar as finances would permit us to do, 
an adequate supply of the kind of steels that we produce to be supplied 
in that territory. We have expanded into Oklahoma with a pliant 
and we have a much larger plant at Houston, Tex 

As we saw the area of Texas growing and realized that was a 
frontier, one of the last frontiers, | would say, of our country to be 
expanded, we went in there and built a steel plant 

We started out with about eighteen to twenty thousand tons pet 
month. By the end of this year we will have something like 80,000 
tons a month of finished steel products 

Senator Lone. Where is that plant, sir’ 

Mir. ANpERsSOoN. At Houston, Tex., on the ship channel. We are a 
bit further integrated there. as we started there with a blast furnace. 
We do not have one at Kansas Citv. We are dependent wholly upon 
scrap as the basic material for producing steel 

The CHairMan. At both places? 

Mr. ANpERSON. No; not at Houston. We do use both, but at 


Houston we have metal and pig iron which we produce from the Texas 


ores, Oklahoma coal, or wherever we can get the coal 

We will have 150,000 extra tons at Kansas City, we hope, by D« 
cember. We will have 2 like amount at Houston by June 

Senator SCHOEPPEL. Could I ask a question at this pom*l 

The CHarrMan. Yes 
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Senator Scnoorrret. Mr. Anderson, your company used to make 
steel sheets? 

Mr. ANpeRSON. Yes, we did. 

Senator ScHoEPPEL. And you discontinued that some years back? 

Mr. Anperson. We did, in 1948, the first half of 1948. 

Senator ScHorpre.. And that has caused a considerable dislocation 
all out through that area among the processors that have to have that 
sheet steel? 

Mr. Anperson. That is right. 

Senator Scnuorrprent. As | understand it, the expansion of your 
present plant in Kansas City, or any expansion that 7 are making 
in the Kansas City area, will not include and provide for production 
of sheet steel? 

Mr. Anperson. It will not. It is an economic thing. We put in 
a sheet mill rolling hot-rolled sheets only in 1925, what is known as 
a jobbing mill. We had two other sheet mills, but they were old- 
style mills and could not compete with strip mills, the present type 
of manufacture of the flat-rolled product. We tried to close the plant 
down in 1940, but our customers plead with us not to. We petitioned 
the Government in 1940, the OPA, because of the losses we were 
taking. We lost a lot of money. 

The CHarrMan. Senator Thye wants to ask a question. 

Senator THyr. Mr. Chairman, the reason | would like to ask Mr. 
Anderson this one question is because he is a processor of steel. 

It came to my attention last fall that there were several barges 
under construction, or contracts let to construct these barges to be 
used on the Mississippi, and the barges would be either used for oil 
or grain, or whatever they might see fit to use them for. The con- 
tractor was unable to get steel. The work on the barges had come 
to a standstill and I did as much as | possibly could in aiding him 
to obt: ain the necessary steel to proceed with his construction, because 


he wanted to complete the construction before next spring. The 
river transportation is only for the summer months, as the river 
freezes up in the winter. I just could not understand why it was 


that we were so short of steel in the United States when only such a 
small percent was going through into the war production or defense 
production. 

Can you give us any reason why this contractor was unable to 
find steel, and why it was necessary for us here in Congress to go 
through every Federal or governmental agency in an attempt to 
shake loose a little steel for that contractor? 

Mr. ANprrRsoN. Without knowing the case, Senator 

Senator Tuyr. I will not use names because | don’t believe it is 
relevant to drag names in here. 

Mr. ANpERSON. Would you tell me what area he was in? 

Senator Tuyr. He was operating right down in your area. That 
is the reason I mention it; right on the Mississippi River. He was 
construc — some barges, had a contract to build some barges. 

Mr. ANpersOoN. In what year? 

Senator THyr. The year 1950, and hoping to get them completed 
so that he would be ready to deliver them to the purchaser to use for 
transportation when spring came and he was pe aia to come back 
up river. 
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Mr. Anprerson. We have been supplying people in the Houston 
area who build barges at New Orleans, Beaumont, Port Arthur, 
Galveston, Brownsville 

Senator THyr. Kansas City? 

Mr. Anperson. At Kansas City we do not make the kind of steel 
that they can make barges out of. 

Senator Tuyr. | am just asking vou, sir, as one in the steel industry, 
why should steel be so short that this contractor was unable to proceed 
vith his construction of these barges because he was unable to find or 
obtain the necessary steel to do the work? I am not saying it is vou, 
sir. You are just one of the men who process steel, or your company 
is, and for that reason I raise the question. 


Mr. Anprrson. There is onlv one answer, Senator, to that. All 
people in the steel industry are in the business to I] steel and they 
want to sell steel We are all in the position, and have been in the 


same position all through 1950, of having taken orders or accepted 
tonnage from customers who gave it to us, and the steel that was 
produced month by month does not belong to us We cannot take a 
new man coming in and sav, ‘Yes, I will take the steel away from this 
man and give it to VO! * "The whole thing is the bucket has been fall 
through 1950, as it was in 1948. In 1949 we fell short of selling our 
capacity by almost 200,000 tons because we could not get orders for it 
Senator Tuyge. You could not get orders for it 
Mr. ANDERSON. Yes, in 1949, 
Senator Tuyr. You could not get orders for that number of tons? 
Mr. Anprerson. And the steel industry experienced that same 
situation, at stated periods, through the vears. We all realize that 


») 


We are all spending our money. We are spending vast sums fo 
expansion knowing that at some period, and many periods, we will 
have idle plant, but we realize that and we accept that. We feel 


that we must make a greater expenditure for plant and equipment if 
we are to enjoy that increased demand in peak times. We must 
have some idle equipment through some periods 

Senator Tuyr. Mr. Anderson, did you always sell directly fron 
your plant to your customers, or do you have what is often referred 
to as a warehouse? 

Mr. Anperson. We have no warehouse. We have no fabricating 
company of our own 

Senator Tuyr. You sell directly to the customer 

Mr. Anprerson. We sell direct to our customers of all kinds. Wi 
sell to jobbers, both steel distributors, hardware jobbers, lumber 
yards, we sell direct to manufacturing plants such as cement plants, 
smelters, oil companies. We take our business where we can get it 
We are after business. 

Senator Tuyr. The reason IT ask, Mr. Anderson, is because you 
are down there in the central part of the United States and the 
question came to me about this contractor who was unable to get 
sheet steel necessary to construct these barges | was just seeking 
information as to why we became so terribly short and why we seem, 
in the Central West, to be constantly hunting for some s ipphier able 
to supply the fabricator. 

Mr. ANpERSON. You must understand this, Senator, that there is 
no one company that can supply any one customer in the main with 
all the steel he uses. He has to get it from various plac That 
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was one of the arguments that [ have had with all the argument that 
is going on between the Government and the steel industry regarding 
basing point. You dislocated many people with that thing, because 
you say these people here should be able to supply that man there. 
But we don’t all make all kinds of products. Each of us make many 
different products, but none of us make it all, or sufficient tonnage to 
supply it all, and it becomes unbalanced. A man building a certain 
building or bridge has to get his steel—although he may be living 
right near a steel plant there is part of that steel he must get in 
some far off place, because all steel companies do not make all kinds 
of steel that goes into every product or every manufactured product. 
It just is not done that way. It then becomes a distribution problem. 

Senator THyr. Mr. Anderson, | recognize that, and | had a dif- 
ferent opinion on that basing point question than some of my col- 
leagues. You brought that point up right here which throws a little 
more light on that question. 

Senator Long. Do I understand that is was the practice in basing 
point that if someone ordered a product from you and you could not 
supply it, that vou would pay the freight to ship that product from 
some other area and supply it to him minus the freight? 

Mr. Anprerson. We would sell him what we make and he buys 
what he wants from somebody else that makes it. 

Senator Long. Was it the practice in basing point that if you were 
not able in Houston to supply a man some product that he wanted, 
that United States Steel would pay the freight all the way down 
from, let us say, Pittsburgh, on the theory that they were meeting 
your competition in Houston? 

Mr. Anprerson. If they wanted to meet our competition they did. 

Senator Lone. If you were not manufacturing the product how 
were vou meeting their competition? 

Mr. Anderson. | cannot tell you what the Steel Corp. did. They 
had their price and they sold at their price, | presume, and the man 
paid the freight. I don’t know. 1 only know what we do. 

Senator Lone. Under basing point, did they proceed along the 
theory of what it would cost you to produce the product at Houston 
and sell it to a person for that price, although you were not producing 
that product at Houston? 

Mr. Anprrson. I don’t know anything about anything I don’t 
make. 

Senator Lone. You just made a statement about basing-point 
pricing, and I thought that was an argument for it. 

Mr. ANprerson. A man buying steel must buy steel in many 
different locations to do the job he sets out to do. 

Senator Lonsc. Here is the point I had in mind: I wanted to get 
that particular fact on basing-point pricing. If you are not making 
sheet steel at Ho Iston, Tex I believe you are making it? 

Mr. ANprerRson. We are making plate. 

senator LONG. If vou are not making sheet in Kansas City, we 
will say, and someone needs to order sheet steel, am I to understand 
that under basing-point pricing that if anyone absorbs the freight 
on the steel into Kansas City that they are meeting your competition 
there? 

Mr. ANpErson. They don't meet our competition. We don’t make 
sheets 
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Senator Lona. Would they absorb the charge of shipping the steel? 

Mir. ANpERsoN. The man who bought it would pay the freight on it 

Senator Lona. And the steel company would not absorb it? 

Mr. Anderson. Absolutely not 

Senator Lona. That is what I had in mind The only piace they 
would absorb the freight is where i they wer shipping nto an area 
where they had a competitor heare! than the mill that was ship} Ine 
with the result that they would have to meet a compe titor’ pri 
in that area. 

\ir. ANperson. If they wanted the business they would elect to 
meet that man’s price, if the commodity was made at that point 


Senator Lone. Here is the question [ wanted to ask in that con- 


nection: Looking at page 0 of the re port ol this previous Committe 
on Small Business—that was the committee of the Eightieth C 
opess—this statement was made, “that although between 1940 

1947 steel capacity increased 18 percent, some areas received less 
steel,’ and there was this statement: “On the other hand, shipments 
to both Louisiana and ‘Texas’’— this is from 1940 to 1947— “‘were 
actually less in 1947 than in 1940, the reduction amounting to 48.8 
and 11.3 percent, respectively 

That would mean that in Louisiana we were receiving about 
one-half as much steel in 1947 as we were receiving in 1940, although 
national production was up 18 percent. Can you offer me a possible 
explanation of that? 

Mr. Anprerson. Well, there would be only one explanation. I don’t 
know that those figures are absolutely correct, but we made a big 
contribution in that area, in Louisiana and Texas, from 1942 on, and 
we have been increasing tonnage in that area every year, materially 

Senator Lona. These figures were compiled from the statistics 
furnished by the steel industry itself 

Mr. ANpersoN. Yes; I remember that 

Senator Lona. And it might not have included your firm, because 
these are for the majo companies, and it was 88 percent ol steel 
production that was accounted for here. 

Mr. ANpERSON. We are much larger than we were in 1947. We 
have a great deal more capacity than we had in 1947, 

Senator Lona. The point [ had in mind is can vou explain to m 
why steel shipments—and after all Louisiana produces no steel—that 
came into my State was about one-half as much in 1947 as it was in 

4()? 

\ir. ANpERsON. I don’t know why. 

Senator Lona. If L offer vou an explanation can vou tell me whether 
that would probably be the reason? 

\Ir. ANpERSON. I will attempt to, sir. 

Senator Lone. The explanation given in this pamphlet is tha 
Louisiana is what vou call a deficit area The steel pricing in Lou 
siana would be based on the price at Birmingham at that tim 
Birmingham being the base mill, but Birmingham could hardly supp 
the Birmingham area, much less the Louisiana area. The price o 


tecl at Pittsburgh would be determined not by the price there, but 


by the Birmingham price plus the freight rate to Louisiana Th 
were absorbing freight. But at a time when thev could sell all thei 


teel they had no need for absorbing the freight, so they just simply 
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did not ship much steel into Louisiana during that time. Would 
that be a logical explanation? 

Mr. Anprerson. That might well be, I don’t know. Maybe 
Louisiana did not need the steel; I don’t know. Maybe they didn’t 
want the steel. 

Senator Lone. I can assure you that the people wanted the steel 
at the time. 

Mr. Anprerson. In 1947, I don’t think business was too good. 

Senator Long. | can assure you in Louisiana steel was in short 
supply at the time. I am comparing 1947 to 1940; 1940 was not 
actually a war year. 

Mr. Anprerson. That is right 

The CuarrmMan. I would like to suggest that perhaps the statement 
is not entirely correct when you say that the steel operations at 
Birmingham could not supply the Birmingham area, because I believe 
statistics show that the whole State of Alabama received only 17 
percent of the output of the Birmingham steel mills, so it seems to me 
that we still have a considerably complex problem in the distribution 
of steel. | mentioned the difficulty that some of our soil-pipe com- 
panies had getting pig iron from United States Steel, T.C.L., Republic 
Steel, and a good many of them, I think, bought from you down in 
Llouston 

Mr. AnpEersoN. I heard you make a statement to Mr. Austin that 
you hoped all of the increased capacity could be kept in the Birming- 
ham district. I hope you are successful in keeping all the steel in the 
Birmingham district so 1 can grow still bigger in ‘Texas. 

The CuarrmMan. | don’t want to be quite that exclusive. I said 
that | hoped that out of that increase we got the additional amount 
that we ri ede ad. 

However, I do believe that it would be wholesome for the economy 
if we could work out a pattern whereby users in the area where steel 
is produced may be supplied from that particular area instead of 
having Vou crisscross with one another. 

Mr. Anprerson. So far as I am concerned in the Middle West, I 
hope you can accomplish that, and I can grow much, much larger. 
he Cuarrman. It would be better for all of the producers. 
here is just one other question I want to ask. You say that vou 
ss. I don’t thu 


re 2 small by 


} j ! a. 
ISInd k you would come under our defini- 
on of a small business, but I was just curious about this: You said 


vou built vou plant in Houston in 1942 

Mii (NDERSON Yes 

The Cuarrman. And that is an integrated plant. Is it fully 
integrated? 

Mr. Anperson. It is called a fully integrated plant 

The CuarrMan. You do not fabricate? 

Mr. ANpERSON. Yes 

The CHarrMAN. What was the cost of that plant? 

Mr. Anperson. About $75 a ton to build. 

The CuarrmMan. What was the plant capacity originally? 

Mr. Anperson. We have had three step-ups, Senator. 

The CuairMan. I asked for your original plant. What is it today? 

Mr. Anperson. I know how much money we got in the first place 


for the original plant. It was supposed to cost $12,500,000. Its 


} 11 \ 
~ i ’ ? . . ? % | 0) } ; { 
replacement Vaiue odav is about SiLLO,000,000, 
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The CHAIRMAN. It was the original cost I wanted. Of course, the 
replacement value takes in these additions, too, does it not? 

Mr. Anperson. The actual book value of the plant now is about 


$45 000 OOO. 
The CHAIRMAN. That is with the two additions? 
Mr. ANpEerRSON. That is right. 

The CHarrmMan. And the replacement would be about $110,000 ,000? 

\Ir. ANDERSON. Yes. 

The CHarrnMAN. The reason I ask that question is because so often 
we see the statement made that one of the great difficulties in the 
dispersal of steel production in different areas of the country SO that 
different areas can be served lies in the fact of the tremendous costs 
involved in building a new plant. 


Mr. Anprerson. That is correct. For years we always figured 
warpd been in it quite a long time, 40 vears—-steel plant costs per ton 
used » be considered always S50 a ton, a little | less or a little more, 
depending a the economic conditions. ‘Today it is four or five times 
that much, but then all our economy is up. 
. The CuarrMan. What is the lowest tonnage capacity that would 
constitute an economic plant, or would that be dependent upon many 
! factors 
Mr. ANpERSON. You can make a very small plant, depending 
on what you are producing. Now, you cannot produce all steel 
; products without having a very—for instance, if you have flat rolled 
’ products your expenditure is enormous. If you want to make bars 
merchant bars or reinforcing bars, you can do it on a very small amount 
| of money. You a to be able to do it. Today it takes a good 
amount of money to build ee We started out to build a bar 


mill in Kansas City abe re we figured the cost to be about $2,000,000, 
‘4 but when we got luce | it cost over $6,000,000. So it takes a lot 
of money to do 
f There area couple of things that have been discussed here that | 

wnat to endeavor to make comment on, at least One is the black 
l market. Lots of statements have been made here, and some quit 
drastic, that nobody can get anything—that is, small business can’t 
get anything—without going to the black market. We cover a fair- 
sized area; and I know lots of people in the steel business, small busi- 
ness, big business, and otherwise. I have not seen or have not found 
a steel producer and the first buyer of steel from that producer engag- 
ing in black market. It was very prevalent in 1948. We have one 
outfit in Kansas City we never sold a pound of steel to m our lives, and 
' never will, unless the Government makes us, who was always seen in 
ads in papers all over the country during those flush times at very 
high prices. I proceeded to investigate as to how he could get that 
teel. He would send trucks around through the country, to jobbers, 
manufacturers, or what not, and assemble and accumulate that steel 
and take it over to his yard, add $20, $30, $50, or $100 a ton, and sell 
it. The people who sold it to him did not know that he was going to 
do that. They did not know who he was. He sent decoys out to 
buy the steel. A truckman, for instance, would say he would want 
for somebody else over here. 
e The only black market that I know of—and I may not know all of 
S them by any means today—is caused by maports ition of steel. That 

steel is imported at a very high price, and I don’t know whether it is 
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black market o1 just based on the cost that he has to charge so much 


over the market, but there is considerable of that steel coming from 


Kurope into this country We had an oceasion at Houston to buy 
son. We have excess finishing capacity at most of our plants, We 
\\ ill | ave that im balance ay fore the vear Is out, but today we could 

Seni ished te el aul d produ e more steel, We had tounage re- 


ferred to us, | think from Washington, from somebody in Japan. 
We could not buy those billets, roll them into bars, and sell them at 
the market price. They were almost as high as we sold our product 
for Ve did refer them to people who are hard up for steel and said, 
if you want to engage in it, if vou want to buy it and pay that price 
for steel, we will convert it into bars for vou at cost, and did. and are. 
Thev are paving a high price for the steel. We did not charge them 
the high price for the steel 

There are many things done like that which makes the price of steel 
hiche: than the market and on which you people get reports But 
it is not the steel industry engaging in that kind of practice 

The CHatrMan. I am sure you will agree with us that the existence 
of a gravy market or black market saps our economic strength and 
our moral fiber very badly. 

Mr. Anprerson. | would like to see the Government give us clear- 
ance. As I understand it, we, as a steel producer, can hardly tell a 
man over here that we are selling where he has to sell his steel. If we 
find he is selling it at black market I would like to be able legally to 
tell him, ‘‘vou can’t have anv more.” 

The CHarrMan. So far as | know, we have had no complaints that 
the steel industry as a whole, the producers, were engaged in it, 
but we have had many complaints of small business being forced, 
in order to get steel, to pay black-market prices 

Senator Lone. One of the main difficulties is that you have no 
authority to tell a man for what price he can sell his steel when 
you let go of that steel. Possibly the difficulty is, judging from the 
complaints we have heard today, that the warehouseman can do more 
less what he wants to with this steel 
Mr. ANpERSOoN. Yes 
Senator Long. Do vou process or supply steel that goes into the 
ing industry in the Houston area and the area surrounding, for oil- 
well pipe, drilling, and things of that sort? Do you make that? 

Mr. Anprerson. We do on line pipe, on the electric-welded pipe, 
and sell to people who make electric-welded pipe 

Senator Lone. You don’t make the tubing and the casing and 
much of the heavy oil-well equipment? 

Mr. Anperson. We hope to. We are trving hard to 

Senator Lone. We certainly hope you will be because it is very 
much needed in our area 

Mr. Anprerson. We are in sympathy with it; and, as I said in the 
beginning, we would like to grow very large and supply our district 
with steel. There are some things you can do and some things you 
can t 

The other thing I wanted to trv to clarify is little bit was that 
Senator Schoeppel in his question left the impression that he under- 
stood that where this warehouse tonnage that has been worked out by 


NPA increased the purchasing power of warehouses, increased their 
tonnage and therefore let more move through the warehouse, therefore 
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SATURDAY, JANUARY 20, 1951 


UNITED STATES SENATE, 
SELECT COMMITTEE ON SMALL BuSINEssS, 
Washington. D. C 
The committee met, pursuant to adjournment, at 10 a. m. in the 
Senate caucus room, nate Office Building Hon. John J Sparkman 
presiding 
Present: Senators Sparkman (chairman of the committee), Lot 
Humphrey, Benton, Thve, Hendrickson, and Schoeppel. 
The CuartrMan. Let the committee come to order, ple ase 
We have several witnesses. Naturally we want to complete by 
noon if we can. Other members of the committee \ il] come 1n late r. 
This morning we are going to hear witnesses representing ware- 
housemen and jobbers and also witnesses representing various fabri- 
eators ard processors, still on the subject of steel. 
Our first witness is Mr. A. W. Sawver, vice president of Joseph T 
Ryerson & Sons, Inc., of Chicago Mir. Sawver, we are elad to hav 
vou with us, and we would be very glad for you to proceed in youn 


own Way. 


STATEMENT OF A. W. SAWYER, VICE PRESIDENT, JOSEPH T. 
RYERSON & SONS, INC., CHICAGO, ILL. 


Mr. Sawyer. I have not prepared any formal paper, Senator, as I 
did not know 

The CuarrMan. Do you have certain comments you would like to 
make, or would you prefer that members of the committee start asking 
vou questions? 

Mr. Sawyer. Either way If you would care to have me give you 
brief life line of our activities. 

The CuHatrMan. Go right ahead. That will be all right 

Ir. Sawyer. We operate 13 warehouses scattered from the 
Atlantic coast to the Pacific coast in most of the large industrial 
districts. We carry a complete line of what we call industrial steel 
products. 

Our function is to distribute to small users as well as large users in 
small quantities. We procure our materials from nearly all of the 
principal producers in the country from the east to the west coast 
Our distributing policy is one which results, we think, in giving the 
greatest coverage to the greatest number of users and customers 
possible in warehouse quantities. There has been no change in our 
distribution policy at any time. 

While year-end figures are not available, we serviced, based on 
estimates for December, something over 900.000 orders during the 

9] 
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vear ol 1950, with an averag tonnage per order of approximately 
1.300 pounds. That gives you a thumbnail sketch of our functions. 
lI would be glad to answe questions if I can 

The CHarrMan. Senator Thve is voine to have to leave in a few 
minutes to vo on another mission, after which he will return to the 
c*t itil t 

Senator Th ae ‘ikea fee cn ce ss ; se A Sia 

eCnatol ive ado Vou care tO question him irst so as to be sure to 


vour part in betore vou have to leave? 

Senator TH) Mr. Chairman, | would have no questions to ask of 
\Ir. Sawyer, at least none comes to my mind at this time 

The CHAIRMAN. Senator Long? 

Senator Long. Are you representing simply vour firm or are you 
speaking in a representative capacity for a group of warehouses in 
ceneral? 

Mr. Sawyer. No, sir; just my firm. 

Senator Lone. Are you finding it difficult to get steel at the present 
time? Have your supplies been reduced? 

Mir. Sawyer. We have been finding it difficult to get steel ever 
since July 

Senator Lona. Who are your principal suppliers? 

Mr. Sawyer. Senator, when I said we buy from practically all of 
the large producers, I mean it literally. I can only think of two rather 
large producers that we do not happen to buy from 

Senator Lona. Who are those? 

Mr. Sawyer. National Steel and Weirton Steel 

Senator Lona. I see. 

Have you worked out any sort of pattern or any principle that you 
ro by in attempting to allocate the steel that you have available? 

Mr. Sawyer. Yes. We follow the historical pattern to a degree, 
but not with any great exactness. As you will appreciate, in handling 
over 900,000 transactions a year, it is not possible to apply a rigid 
mathematical formula, but we do follow a general pattern of supplying 
our regular customers, as well as new customers, and one-time buyers. 

Senator Long. Do you find that you have a smaller amount of 
supply than vou had for the vear and 2 years before that? 

Mr. Sawyer. I would say just under 50 percent of what they were 
in the first part of the vear., 

Senator Lone. That is your inventory. How about your steel 
coming in, your new orders, new deliveries? 

Mr. Sawyer. In-bound material up to the end of the year was very 


I 


consistent 

Senator Long. About the same as it was before? 

Mr. Sawyer. Yes, sir. 

Senator Lona In other words, the demand had really picked up 
on you, but the supply had remained about constant? 

Mr. Sawyer. Our supplies had increased in the last half of the year 
over the first half of the year. 

Senator Lone. The last half of the year actually increased? 

Mr. Sawyer. Yes. 

Senator Lone. Do you have defense order priorities coming to you 
out of your supplies? 

Mr. Sawyer. Just about 7 percent of our total sales are covered 
by rated orders. 

Senator Lone. That is 7 percent of DO? 
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Mr. Sawyer. Yes. 
Senator Lone. How do you attempt to work out this historical 
pattern? Do you attempt to say that if a person purchased, let us 


say, 2 percent of your orders for the previous year you try to give 


him 2 percent if the supplies are available, or about that percentage? 

Mr. Sawyer. No, we cannot do that due to the large number of 
transactions and the large number of customers that’ we handlk 
As L say, we cannot apply a rigid mathematical formula. We hay 
order departments—the majority of our business is received over 
the telephone; even country business is now being placed over thx 
telephone as they are afraid to wait to write a letter. 

Qur various areas, our territories are broken up into various sub- 
areas, and a man or men are assigned to each one of those areas 
Chey are familiar with everybody in that area, and they have befor 
them a historical record of people that have purchased from us for 


vears in that area They apportion whatever available supplies ther 
ire on. a rough mathematical basis. 
senator LONG, You have kept VOuUr price substantially the Sie 


have you, since July 1? 

Mr. Sawyer. The only change is a reflection of the mill increases 
the first part of December. 

Senator Lona. In other words, even though you could get a sub- 
stantially higher price before that increased demand vou followed the 
President’s request to hold the prices down? 

Mr. Sawyer. We have followed the present pattern as we always 
have 

Senator Lona. In other words, a voluntary compliance with the 
President’s request? 

Mr. Sawyer. Ye 

Senator Lone. Do you have some of your suppliers coming to 
you now and complaining they cannot vet enough STOC¢ be that they are 
having difficulty in getting the amount that they were getting befor 

Mr. Sawyer. We are operating under the provisions of M-—6, and 
our suppliers, so far as 1 can determine, | am confident they ar 
following the intent, are giving us our percentage of the available 
supply of civilian tonnage. For the first quarter of 1951 there is an 
indicated reduction from our receipts in the fourth quarter of about 
is percent 


» 


Senator Long. [| imagine that you may be having some complaints 
from some of the fabricators who are not getting as much as they hope 
bes al 

Mr. Sawyer. Yes, sir 

Senator Lone. | wondered if you had in mind some schedule by 
which you could determine by your estimates they would be entitled 


; 


to. It is true you may do a lot of business over the telephone, but if 
a’ man was used to buying about 2 percent of your supply, it would 
seem that he would probably expect that he would have some call upon 
about that relative proportion to your supply in the futur 

Mr. Sawyer. I think I can best answer your question, Senator 
t} 


| 


is is a study of our customer coverage which we made a couple o 
months ago, and the results were startling even to me [reterrig to 
document] 

While | realize we had an extremely large customer list, I rathe: 
ost track of what our coverage was In the last 3 vears We have 
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served over 95,000 different companies and/or people, and when I 
include people that takes in the individual who might buy a small 
amount of steel. Of that coverage there is slightly over 60,000 that 
we classify as regular accounts. The balance of this list are people 
who bought for the first time in the last 3 years. Of this balance of 
some thirty, thousand-odd there were almost 5,000 that bought for 
cash in quantities of less than $25 in the 3-year period. 

I think if you will consider that picture vou will see how impractical 
it would be to try to apply any rigid mathematical formula. We are 
conscientiously trying to distribute steel to the best advantage and 
to the best usage that it can be put to cover our field of small business 
and small quantities for large business. A review is made regularly 
by sales management of each account to determine whether he is 
vetting his share of what we have had to distribute. The fact that 
our sales last year were just about the highest in history and con- 
siderably more than they were the preceding year, attendant with a 
loss of inventory of over 50 percent indicates that our customers by 
and large received considerably more steel in 1950 than in any year 
in our history. I am confident that I think I understand the point 
in your mind. It is pretty hard to show preference where you have 
served 95 O00 pe . 

Senator Lona. It occurs to me that you have tremendous numbers 
of people trying to place new orders who possibly none of us can help 
simply because steel is not there, and every basins ‘ssman and supplier 
feels an obligation to his previous customers, to his old accounts, to 

‘arry them along during the wartime because ht as in your business, 
if you have a fabricator who has called upon you consistently over a 
period of 10 years, it is very vital to you that he stay in business, 
because if he goes out you are going to lose one of your main accounts 
When normal times come back. But aside from the new accounts, 
it does seem that at least these established accounts should be assured 
of some call on supplies to pice they can go; in other words, it is 
bad enough not to be able to look after = 35,000 new customers, 
but it would seem at least w eae | bea ble to keep the 60,000 old 
customers in business 

Mr. Sawyer. I should amplify my reference to these 30,000. 
That does not mean that they have a third of the steel that we had to 
distribute. We gave them a small amount as a consideration, it is 
very true. Take every major account we have of this over 60,000, 
they are all getting more steel than they have ever had in the history 
of our association 

Senator Lone. Most of them are? 

Mr. Sawyer. All of them are, and it will continue to be that way 
so long as we have the steel to distribute. We are taking care of our 
regular trade, which is an obligation. 

Senator Lonc. And you are doing the best you can to take care 
of the others? 

Mr. Sawyer. And we are going the best we can to give them a 
little bite, so tO speak. 

Senator Lone. Thank you very much 

The CuHarrMan. Senator Schoeppel. 

Senator ScHOEPPEL. Mr. Sawyer, do you operate independently? 

Mr. SAWYER. a you referring to our company as being owned by 
the Inland ote el Cx 
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Senator Scoorprert, No, I just wanted to know whether you 
operate independently. 

Mr. SAwyreR. We operate independently, as an independent cor- 
poration. 

Senator ScuoePreL. In other words, then, you do not have any 
affiliations with any of the producing steel companies, do you? 

Mr. Sawyer. Our company is owned by the Inland Steel Co. 

Senator Scuorpret. Has your supply from Inland Steel been in- 
creased in the last 4 months over the immediate 4 months previous 
to that? 

Mr. Sawyer. Our supplies from all of our suppliers have increased 
over the first 6 months; Inland no more than the rest, however. 

Senator Scnuornpren. Let me ask you this: Suppose a customer has 
been dealing with Inland Steel for years, and has been cut off by 
Inland Steel as a mill account. Do you take care of that account 
for Inland? 

Mr. Sawyer. No, sir. 

Senator ScHOEPPEL. Can you account why some officialdom of 
Inland Steel might have referred some customers of theirs to youl 
concern in Chicago within the last 2 or 3 months? 

Mr. Sawyer. | would not know why he would. 

Senator ScnoorpreL. Do you take your deliveries on steel from 
Inland in the Chicago area to your warehouse? 

Mr. Sawyrer. That is correct. 

Senator ScHokrrEL. I am not trying to pr into what prices you 
charge. I suppose it is a legitimate price, unless an illegitimate price 
is charged by some folks. We have had some experiences in World 


War II alone those lines. 


Let us take, for instance, sheet steel. 16 vagce What would you 
buy that for from Inland delivered at your plant? 
Mr. Sawyrr. | am sorry I did not come prepared to discuss costs 


and/or selling prices. 

Senator ScHorrret. Can you furnish the commpttee with what 
your prices from Inland are? 

\ir. Sawysr. Yes, sir 

Senator ScuorrrEt. Could vou furnish the committee what prices 
vou would ask from a prospective customer? 

Mr. Sawyer. Yes, sir 

Senator ScHOEPPEL. On 16 gage steel, say, 386 by 120° 

Mir. Sawyer. Yes, sir. 

Senator Lona. If I might be slightly helpful, vou could give some 
thing of an idea of what your mark-up would be on that, could you 
not? 

Mr. Sawyer. It isa gross mark-up, not a net mark-up, traditionally 
as between 27 and 30 percent over mill cost. 

Senator ScHoEPPEL. That takes care of vour handling charge 
transportation and odds and ends, because you probably get a lot of 
orders that are not uniform orders. 

Mr. Sawyer. Senator, we have a wastage accumulation § tradi 
tionally that runs around between 3 and 5 percent. That is one 
measure of cost 

Senator ScHOEPPEL. On sheet steel? 

\Ir. Sawyer. On sheet steel; if it is cut to size, of which a great 
deal of our produ tis cut to customer’s size. We have administration, 
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warehousing, handling, loading, to say nothing of processing, so that 
the 27 to 30 percent sounds rather high, but when you are all through 
it is not too much. 

Senator ScHOEPPEL. Mr. Sawver, on these accounts that, say, have 
been customers of Inland heretofore, and you being affiliated with 
Inland, would vou feel that they would be entitled to some propor- 
tionate percentage of their accounts, so long as you had steel? 

Mr. Sawyer. Not because they were a customer of Inland, but 
almost without exception every customer that Inland has is also a 
customer of our company for small quantities. [t is an overlapping, 
but because Inland is unable to service them, if | may answer the 
question | think vou have in mind, with their bulk mill tonnage, does 
not change our attitude with respect to what that particular customer 
is entitled to under our scheme of distribution. 

Senator ScHorpPEL. What would you think would be the ordinary 
average small order that a mill could take care of, to a customer? 

\Ir. Sawyer. Not being a mill man I do not believe 1 could give 
vou an intelligent answet 

Senator SCHOEPPEL. It would be carload lots, would it not? 

Mr. Sawyer. Oh, ves 

Senator SCHOEPPEL. Then if a customer who had been a mill account 
of Inland, buving from 1 to 3 to 10 carloads a month, if he were cut 
off, could you supply him if you had steel on carload lots, or would 
vou expect to supply him? 

Mr. Sawyer. No, sir 

Senator ScHOEPPEL. Your customers, then, would be expected to 
take, | take it, less than carload lots. 

Mr. Sawyer. If we have any available, they will get their share, 
based on their position with the Rverson Co., not because Inland had 
shut them off. We accept no responsibility for Inland’s inability to 
supply their customers. In other words, we do not pick where Inland 
left off. We follow our traditional customer pattern. If that cus- 
tomer has been-a customer of the Ryerson Co. and continues as such, 





then he Vets his proportionate share 

Senator Scuorepren. I think that would be fair, because your old 
customers that have been with you for years would be entitled to be 
taken care of, and if competition developed down the line, if the steel 
business got exceptionally good and demand was not exceptionally 
high, vou would not want to shove around the customers whom you 
have taken care of down the line for vears and years, and I can see 
why that would be fau 

| am trying to find out why it is that customers of Inland have 
been cut off and have been referred to vour company when you 
apparently, lt | understand you correctly, have been recelving quite 
a substantial share direct from Inland to your warehouse. Now 
that is the thing that I cannot quite understand and some of the folks 
that are writing me cannot understand. | thought that you might 
be able to throw some light on this thing 

Mr. Sawyner. Maybe that is one of the advantages of M-—6, which 
sets the warehouse industry into the mill schedule on the basis of 
their pattern for the first 9 months. A great many people in out 
industry do not feel that M-—6 is helping them very much, but this 
may be one instance, or an instance, where it is evident that the 
warehouse position, by reason of \I—6 is better on the mull schedules 
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l than the casual customer, we will Say who Is not covered | 
h order of any kind 
Senator SCHOEPPEL. Could vou express an opinion, or do vou have 


{ 
something to sav, about how M-—6 might be much more satisfactorily 


( 
\ vorked out? 
Mr. Sawyer. I do not think that I would want to offer a con 
this time. ‘That is a prett nvolved subject and requires consti 
it rable consideration | ao not believe that \I—6 is perles 
i se of the word, and it undoubtedly will have to be altered f1 l 
y » time as the circumstances change, but | am not prepared 
’ Orn LO offer miu hh « OMment on that 
‘ senator SCHOEPPE!I Mir. Sawver, | am iu trving to see I'l 
‘| on as it has come to me and to the committ here l want 
om thre record that W ¢ have heard irom fs hy Cato who hy ive 
: ible to buy from Inland Steel, from vou in Chicago. and wer 
ed up the treet, that they could buy probab 1 ( 
» there 
If vou can throw any heht on that, why, maybe we will find t1 
l wrone But that word has come to the committe: 
Vir. Sawyer. That would be all wrong, Senator [ have not h 
t of any such situation. [will make some inquiry, but there is no pol 
it on the part of Inland ref rring those Customers to Rverson \s 
ld matter of fact, we criticize anvone in Inland who would presume to 
unload their burdens on us where we have plenty of burdens as tt is 
right now It is not a policy of the company If some indivi | 
to might come up with an idea like that, | can assure you it would no 
1 a poliev of thr Inland Steel Co I would b dtou Vest I 
. nd I will, too 
| senator SCHOEPPE! Thank vo That is all that I hay oOsavno 
to The CHAIRMAN. Senator Benton 
a Senator Benron. If | could ask one question, Mr. Chairmat 
iS ollow up oh a point bro iht out DV Senator Schoeppe 
hy How much of the business of distribution he | 
owned DY producers, | produce steel compa \] _ 
Id Mr. Saw YER I cannot answer that questo 
hy Senator Benton. Is it a general pattern? 
el Vir SAWYER No 
iy Senator Benron. I mean vour firm owned Inl ) 


ception rather than the rule? 


Nir. SAWYER No: there are other mM |] owned warehouses, Dut Whi 


he percentage ol thr total we collectively represent | hay ho 1ea 

ve Senator Benron. You think it might be as much as one-half « 
one-quarter? 

Ol 

{ Mir. Sawyer. No where near 

oe Senator Benron. A quarter, maybe? 

= \Ir. Sawyer. No 

\ 


rhit Senator Bi NTON That IS interesting to me to know that. | am 
Ot famihar with the pattern of the industry 
al \Ir. Chairman, I have been looking for one good case story in this 


of lela and | have what | think is a very cood case story that | wo ld 
yul to put into the record and ask the witness about, because I thn 

iia t will illustrate the problem that the committee is interested in applied 
he to the witnesses that are going to follow this particular witness today 


{ 


d it very neatly illuminates what seems to me to be the whol 
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problem from the standpoint of the interest of this committee. 
Sometimes, with one good case story you could make a point more 
aptly than talking about 95,000 customers and 60,000 customers, 
and so on. 

This is the W. E. Bassett Co. of Derby, Conn. This company 
employs 72 people, and it is one of only two manufacturers in the 
country making rubber heel washers. It estimates that the total 
steel needed by its total industry is only 2,000 tons per year; these 
two companies require 2,000 tons of steel. 

You have to have these heel washers to fasten rubber heels on shoes. 
I think that is a very good item, as a kind of marginal item to show 
what this problem is. We are not yet to the point in the country 
where we want to get run down at the heels; we still think we can 
afford heels on shoes, and yet this is not something that goes into 
tanks or airplanes. So on your spectrum of national need or neces- 
sity, this would be an item by no means down at the skiers or one 
of the easiest to eliminate. 

There are 317,000 people, this company estimates, who are directly 
affected by the curtailment of rubber heel production. It does not 
make much sense for our economy to produce rubber heels and then 
not have this 2,000 tons of steel to fasten the heels on to the shoes, 
and although you only have 72 people in this “— plant—I do not 
know the size of the other firm in the same field, but it could not be 
far from a comparable production problem—their suppliers cut them 
50 percent this year and they had to allocate washers on the basis 
of purchases made during the first half of last year. 

In the past 75 working days their washer production equipment 
has been idle 30 days. The man who sent me this letter is Mr. 
Denton—I think his letter should go in the record, Mr, Chairman. 

The CHarrMan. Without objection, it will be inserted. 

(The letter referred to follows: 

Tue W. E. Bassett Co., 
Derby, Conn., January 18, 1951 


/ 
Hon. WituiaAm R. Benton, 
United States Senator, 
Senate Office Building, Was! ngton, D. ( 
Dear Str: Our company, the W. 1 Bassett Co... manufactures heel washers 


for the rubber-heel industry. So far as we know, in the United States there is 
only one other manufacturer of this iten \s a result a large part of the 40 
rubber-} ifac irers have come to depend on us to keep their plants 
supplied and operating 

Heel washers, while an insignificant item in themselves, are most necessary 
for the purpose of clinching nails when heels are attached to shoes. Without 
the washers the heel cannot be securely affixed to the shoe It is estimated the 
total steel tonnage required to supply normal requirements of the entire heel 
and shoe industry is about 2,000 tons—a relatively small amount. 

] ariv lt Novembe r 1950 we had to not r\ those rubber heel plants depending 
on us our steel suppliers had cut our anticipated requirements by as much as 
50 percent, causing us to to have to allocate washers on the basis of purchases 
made during the first half of 1950. This was particularly unfortunate as it is 
the nature of the rubber heel industry to do their greatest volume of business 
luring the last 6 months of the vear and not in the first 6 months. During the 


nd nen mber the situation deteriorated further and we 
tion oppages due to the lack of steel. In the past 75 
working days our washer ede on equipment has been idle no less than 30 


months of Nove mber ¢ 


suffered 


1 several produc 





working days 
Your committee will readily understand no small business has the finances to 
survive working under conditions such as this. The matter, however, goes 


further than its immediate effect on our plant which employs only 72 people. 








p 


i 
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heel production. Many rubber heel plants and shoe factories are located in 
areas where there is very little or no other industry Work stoppages in such 
plants have a demoralizing effect on the local economy. Iwo ¢ 
of this are the B. F. Goodrich Co. plant at Clarksville, Tenn., and the Hagerstown 
Rubber Co. plant at Hagerstown, Md. 

We have exhausted every possible avenue of relief and are still faced with a 


It is reported 327,000 people are directly affected by the curtailment of rubber- 


rood examp es 





tinuing severe shortage of steel for all of 1951 The best we have been able 
do is secure promises for approximately 65 percent of the steel we requir We 
vould ike to point out, these are merely promises and there no Insurance tf 








antity may not be further reduced as our suppliers claim, under present National 
Production Authority regulations, they are unable to set up definite sel 

advance, and cannot tell how long they will be able to continue shipping to 
because of the increase in orders carrying Government DO rat 

Under the present system of mill allocations ar d NPA regulations there seems 

be no prospect for improvement in this situation We have been advised by 

ne rubber-heel manufacturers they have also suffered work stoppages rhree 


ich firms are Beebe Rubber Co., Nashua, N. H., Hagerstown Rubber Co., Hager 
own, Nid Z and | sseXy Rubber Co.., Trenton, N. Ve 

We have presented this problem to Mr. David Carson, Director of the Iron and 
Steel Division of the NPA at Washington. During our two visits to Washingt 


to discuss this matter with Mr. Carson and his assistants, we found all to be 
pathetic but unable to take any direct action to correct the condition \s a 
result there has been no improvement to date and it appears matter will ever 


become worse during 1951 
Therefore, we trust your committee may work out some solution to this problem 
However, 
impression we are in favor of a resumption of a prior 
during the last war. We suggest some arrangement be made to allocate steel 
for heel washer production similar to the NPA arrangement which was made for 
| 


the allocation of steel for warehouses. 
Very truly yours, 


as urgent and vital as this matter is, we do not want to convey the 


Senator Benton. He says: 





Your committee will readily understand no small | at the fina 

rvive working under condi \I ants 
and show factories are locates er . ‘ © no other 

lustry. Work stoppages in en fect « e loca 
economy 


[I may say this is a rather typical Connecticut manufacturer in 
small independent business. 


It supplies firms all over the United States, which in turn take these products 
rn use them in their own manufacturing ope 


1 y } 


SO 16 1S not the effect merely In Derby, Conn., it is the effect in th 


Chree such firms that have sl} down and ffered work toppages are e 
B. D. Rubber Co., National of New Hampshire, Hagerstown Rubber Hagers- 
wn, Md., and Essex Rubber Co., Trenton, N. J., because they cannot get these 


washers 


Two good examples of firms locat 

anufacturer being affected by the inability to get these heel washers are 

B. F. Goodrich Co.,plant at Clarksville, Tenn., and the Hagerstown Rubber 
plant at Hagerstown, Md. 





So here you have a little fellow with only 72 emplovees in Derby 


ho cannot get the steel; his plant shuts down and all thes 
plants are shutting down, vet I assume the rubber heels are 
made Llere is a wonderful example of i bad dislocation in the 
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economy generated out of what is happening to this little manufac- 
turer. 

How is the economy going to make a decision as to whether this 
little fellow should get, his company in this same line of business, this 
2.000 tons of steel? Is that a power now largely, would vou say, in the 
hands of the jobbers and distributors? Is that power Dow largely in 
your hands and other firms lke yours? 

Mr. Sawyer. Anybody with a requirement for 2,000 tons of steel is 
not a warehouse customer in any sense of the word, Senator. 

Senator Brnron. Well, that gets back to Senator Schoeppel’s 


question. His requirement would be, his part, let us say, 1,000 tons. 
Mir. Sawyrgr. Even 1,000 tons. It would not be a warehouse 
problem. He would have to go to the mill for production steel. 


Senator Brenron. So what is happening to him is that the mill now 

las the power and has to exercise 1t—I am just trving to see where it 
° ‘6 . ° , 

isto sav to him, ‘Well, we cannot give you the steel because we have 


rot to ship it to the United Aircraft Corp. “‘let us say, which is a big 
Connecticut manufacturer. That is a decision the mill would make. 

Mr. Sawyer. It is entirely out of the realm of warehouse problems, 
sir. | do not know as | can offer any suggestion as to how the man 


might treat this problem, but it is not a warehouse problem. 

Senator Benron. | am trying to see what the problem is because 
\Ir. Wilson, in testifying a couple of days ago, said that he saw the 
urgent need for allocations. The decision has to be made somewhere 
as to who gets this steel in short supply. This seems to be a good 
example of a fellow that to me sounds as if he ought to get it instead 
of Elizabeth Arden getting it, perhaps, with no reflection on Elizabeth 
Arden, but if we are going to have allocations—he, incidentally, ends 
up his letter that he does not want allocations. He ends up his 
letter—and this shows the dilemma the Government is facing, that 

[r. Wilson is facing—he says, ‘However, as urgent and vital as this 
matter is, we do not want to convey the impression we are in favor 
of a resumption of a priority system such as we had during the last 
var,’ but he ends up, trusting our committee will work out the 
solution to his problem. 

Would you agree, from the standpoint of the economy, this par- 
ticular small manufacturer has a better claim on steel than lots of 


people who are now getting steel? 


Mr. Sawyer. I would not want to judge that, Senator I would 
have to know a great deal more than | know about the importance of 


letermine who is entitled to more steel, or less. 


a lot of companies, to ¢ 

Senator Benron. There must be a lot of people getting steel 
who, in Mr. Wilson’s judgment, do not need it as badly as some 
othe people, or he would hot Say that allocations are urgently needed. 

Mr. Sawyer. Mr. Wilson is much better informed on that subject 
than | am, sir. I do not believe my opinion would be of any value 

Senator Benron. Lam wondering if there is anv way, except through 
allocations under Government control, to solve the problem of the 
Bassett Co. of Derby, Conn. Have you any suggestion? 

Mr. Sawyer. No; I have not. 

Senator Benron. | thought I would bring this out, Mr. Chairman, 
because in this one case story you, I think, have illumination of the 
kind of problem that Mr. Wilson and his aides are faced with in 
trying to figure out how to take steel which is in short supply and 
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distribute it or allocate it through our economy. I must admit that 
with great reluctance a too, dislike the coming of the controls as 
described by Mr. Wilson, but with great reluctance, out of much 
mail like this, | have been forced to the conclusion with him that we 
are at a poimt where they are urgently needed, and we must face 
up to them, both On the allocations side ana on th Wage and price 
control side 

The CHarkMan. Thank you. 

That letter, while it illustrates a single ease, is tvpical of thousand 
ray similar cases, anv one ol which we might have pulled OuL OL OUl 
files and illustrated this problem with 

Senator Benvron. I think it is better than many that have come to 


‘ 1 | l 
ne, because itis easter to agree that i vou are using rubber, whi his in 


such scarce supply, LO make the rubber heels t does not make muet 


se to have the heels manufactured and 817,000 people working on 


them all over the country, and then not have these 72 people in Derby 
pplied with their steel so the rubber heels could be put on the sho« 
The CuarrkMan. Yes, lL agree with vou fully. The point Iam trv 
» make is that this is not at all an xceptional or rare case TI 


many, many like it 

senator Bi NTON | pi ked it because | tho ight it Was tvpical 

Senator LonG. Shoes are not exactly a luxury either. Shoes have 
often been considered a necessity, and [am inclined to agree with 

The CHarRMan. | notice your reference to “running down at thi 
heels.’’ Of course, new shoes have rubber heels on them. too. On 
in a while you have to buy a pair of new shoes 

Ssenatlol BENTON 1 was not rele rring to our coll agues in thes 
though | think thev are paid wretchedly little 1 am alwavs 
to put ina plug for higher paid Senators, 

The CHARMAN. Any further questions? 

No response 

The CHatrMan. Thank you very much. We appreciate your b 
with us, Mr. Sawyer, and giving us this valuable presentation 

Now, Mrs. Purdy. Mrs. Purdy is president of the A. R. Purdy Co 
f Lyndhurst, N. J 

\Irs. Purdy, we are glad to have you with u Do vou have a pr 


area Statement 

Mrs. Purpy. I do, su 
The CHAIRMAN Do you want to read it? 

Irs. Purpy. I would like to, if I may 
The CHarRMAN. You may go right ahead. First let me say, woul 
vou, in the beginning of your statement, let us know something about 
the particular type of your work 


\irs. Purpy. Yes, I will. 


STATEMENT OF MRS. ETHEL B. PURDY, PRESIDENT, A. R. PURDY 
CO., INC., LYNDHURST, N. J. 


Mrs. Purpy. I would like to say, Senator, that when I accepted th 
nvitation to come down here it was with a very great feeling of respon- 
sibility, so what I have said liere, of course, is only our opinion, and in 
the letter that I received from your committee, you outlined several 
thoughts that vou thought you would like me to dwell upon, and I 
have followed that quite closely. 
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All of us recognize the fact that since the beginning of the Korean 
situation and our decision to rearm, an already short steel supply 
became more acute. The problem facing us, now that the shortage 
is in full view, is how best to distribute the available supply of critical 
materials so that the defense effort will grind along smoothly and at 
the same time minimize the dislocations to the normal economy that 

e bound to —- out of such a situation. 

As I understand it, this committee is particularly interested in the 
part played by “al business concerns in carrying out this policy. 
You have asked me to present our views because our company supplies 
the steel requirements of so many small users that it was felt we would 
have a more intimate knowledge of the problems of small business 
and the important role such companies play in the over-all effort. 

The A. R. Purdy Co. was incorporated in 1911 as a steel “es ‘house 
by my husband, Arthur R. Purdy. Since his passing, in 1932, I have 
carried on as its president. Our product line covers full and paler te 
stocks of cold finished bars, stainless stee ‘Is, cold-rolled strip, cold- 
rolled sheets, drill rod, all types of spring steel, and aluminum sheets 
and bars 

In the items we carry, we rank among the first 10 of the independent 
steel warehouses on the eastern seaboard. Six vears ago, we built 
a modern plant at Lyndhurst, N. J., for the efficient warehousing 
and distributing of steel. With additional rented space nearby, we 
now have about 80,000 square feet of plant. 

According to the January 6 issue of American Metal Market, it 
is estimated that steel warehouses throughout the country fill more 
than 3,000,000 orders per month. This is strong evidence that the 
steel warehouses, as recognized by the N vation: al Production Authority, 
are very important reservoirs of steel supplies for hundreds of thous- 
ands of small and medium steel users. We are the only source of 
immediate supply for a great number of such concerns who depend on 
us entirely for all their steel needs. I would add that large business 
organizations are dependent upon the warehouses for many of their 
requirements. 

Because the small user does not generally buy in large quantities, 
and because his needs are usually pers and complex, he looks to the 
warehouse to carry an inventory for him from which he may draw 
from day to day. This vast group includes one-man operations right 
up to plants employing several hundred workers. It includes machine 
shops, metal working shops, maintenance shops, screw machine opera- 
tors and similar enterprises. 

It is economically unsound and difficult for him to kee p his money 
tied up in stocks that might become obsolete for his use. This applies 
also to many large companies where engineering changes cause 
continuous modifications in material specifications. 

Aside from the economic factor, it 1s quite evident that the avail- 
able supply of steel will stretch further if centrally warehoused and 
drawn upon by users, as and when needed, on a daily, weekly, or 
monthly basis rather than each user stockpiling for 2, 3, or 6 months’ 
needs. It has been demonstrated that in many cases it is more 
economical for the customer to use our facilities and know-how in 
handling steel than to warehouse his own inventory with the attendant 
investment in building space, handling facilities, inventories, and 


storekeepers. 


~ 
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Suppose, for example, that every metal working shop in the country 
attempted to carry a 90-day inventory of their steel requirements 
Such a program would add immeasurably to the present shortages 
and perhaps, not more than perhaps, would be im possible to fulfil] 

A great many small businesses have suffered by not being able to 
maintain a reasonable operating rate Many are depressed while thi 


automotive industrv and other large steel consumers are unduly 
benefiting. Remember, this is our opinion, as 1 was asked to state 


it in the letter. 
The job of the st ro warehouse is to keen produ tion come at top 


but to do the seemingly impossib! 


need, to neither confuse nor delay, 
n servicing thousands of small business concerns so that all t 
of industry keep moving. 


ry 9 } 
Ihe need of adequate steel suppires mn thy Stee] warehouse Ss was 
| ‘ 


lemonstrated in the earls day S ol World Wat 1] her thre i Ol 
ised the great slow-down throughout the country in war production 
ind demands from thousands of war-workinge concerns that steel bi 
yaced in warehouses SO they ‘ould et started and keep yidiy | 
is then that the full re al ation of the iob done DV ¢ rindustrv be ame 
known and fully recognized. Inventories now on hand in warehouses 


are getting to be in the same « ritical position as they were early in 
World War I] 


I would like, at this particular poin 


the feeling that exists between us, as a warehouse and the mills as ou 
suppliers Kirst of all, we would like to sav a wondertul word of 
commendation, on the whole, for the magnificent job the steel industri 
has done for this country in the past 40 vears, a job that is unay 


ated by the public nt lare and hy the people that CONSIIMEe MOst of 


their products. The industry is in the position of not having all the 
stee] that everybody wants and a! only partially Lo blame Wi 
yuld all take a share of this responsibility, for the reason that no one 


ould foresee over the last 10 years the events that have trans) 
(nd, furthermore, there has not been the expansion desired by ma 
of us for many and varied reasons. The first and 


he arehbaic and unfair position taken by the Treasury Departmet 


nsotal as depreciation is concerned Secondly teel prices are mo! 

politically inspired than related to costs This ha resuited im thy 
rnings of the industry throughout the last 20 vears not keepu 

with many othe r branches of our economic fe Ther Tor thi 

not have access to the equity markets for the mone lor expansio! 
Some of our major steel company expansions are bermng@ finan 


ssisted by the automotive companies. Now that the Governmer 
has seen fit to give a proper accelerated rate of depreciation on new 
facilities, we are getting substantial expansion that can do nothing 
but help the situation. We believe the steel producers are subjected 
to a lot of unfair criticism because the job has been a good job Wi 
believe also that we have been treated fairly well under the presenth 
established policies. We do not entirely agree with all of those poli 
We would like to see some changes in the distribution of finished steel 

It is our opinion that if this finished steel was slanted more toward 
the warehouses, it would be in the interest of the economy, as well as 
the war effort. This would help bridge the gap for small busin 
which does not have the capital to withstand unusual lack of business 
ran extended period of time due to material shortages 
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The question has been asked “How many businessmen have you 
been unable to supply with steel in the quantities they desire since 
Korea and whether this number is larger than it was before Korea?” 
My answer is that, in spite of the finest facilities to speed up the 
answering of incoming telephone calls, our boards are filled to capacity 
most of the time. Hundreds of customers call in whom we have to 
turn away for the greatest part of their steel needs. 

If we can serve one-third of the reasonable requests, calling for 
stocks from our regular inventory and of that one-third, be able to 
supply, perhaps 1 to 3 items out of from 10 to 50 items, we con- 
sider that we have served our customer well under the circumstances. 

lt goes without saying that demands for steel have boomed since 
Korea. Production of all product lines has jumped since then to 
meet the consuming public demand. Add to this general increased 
demand, the needs for essential defense plans and the regular requests 
for steel to be used in maintenance and repair and you have a picture 
of where the steel is going. It is our firm “peasy however, that the 
steel-using sm: dled ss concerns have little or no inventory on hand, 
not enou oh to meet thei current needs. 

For example, we have a number of customers who are in the position 
where they are unable to fulfill contracts taken for heating duct work 
for houses. The houses are standing without inhabitants because 
heating plants cannot be completed, due to the lack of aluminum and 
galvanized sheets to finish the job. 

\s just two specific examples, out of so many, we mention one 
company making an essential textile part, that has cut production 
30 percent and looks forward to a ce si of operations completely. 
Another company in the general st amping business has reduced his 
working force from 20 to 5 emplovees in the last 90 days. Many of 
these small-business men keep operating only by restoring to desper- 
ate measures, such as the purchase of overpriced material with re 
sultant harm to their economic position. They are proceeding “by 
gee and by gosh”? They are in a state of utter confusion. We have 
endeavored to alleviate this confusion with what known facts are at 
hand, as meager as they are. We have mailed to our people an 
average of 13,000 copies of each priority bulletin issued, with explan- 
atory details as they relate to their existence under the present system. 

There is not anything that disturbs us more than the plight of the 
small-businessman. In many cases we have lived with them from the 
beginning of their business, from the time they were struggling to get 
on their feet, by extending them credit not available otherwise; it is 
a part of our operation. Therefore, we understand them as closely 
as any one can and feel a kinship with them. Now we must say “No” 
to them, when we know how many years they have struggled to get 
at the point where they have 10 or 20 men in their shops and that the 
steel needed is the lifeblood of their business. Our experience indicates 
that most of the small shops are run by men of exceedingly high cali 
ber, with a great deal of knowledge, ingenuity, and know-how. They 
have courage and flexibility to tackle 4 problem and come up with 
the answer. The larger company has to go into masses of red tape, 
must go through a long tedious schedule of consideration before any- 
thing is done and takes much longer to accomplish what the small 
man can do quickly. All throngh the last war military records show 
in any number of instances that it was the small man who solved the 


problem. 








nh 
| 
PIN 


s( 


MATERIAL SHORTAGES LOS 


You were also interested in the thought that on the basis of your 
warehouse, do you notice that ubtle-businese men are having greater 
trouble in securing steels than bigger businessmen and, if so, is there 
any explanation for this? Speaking for ourselves, we would savy cer- 
tainly not, we have never discriminated, and 1 can say that, I am 

re, for the others, just as Mr. Sawyer said this morning. 

We are making our available steel supply go as far as it is humanly 
possible, stretching tt so that eve ‘ybody vets a small, but inadequate 
piece. Unfortunately, while this is the fairest approach to this 
difficult problem, it leaves no one satisfied. 

In times of stress, like these, with little to give in most lines we 
take care of DO’s first. Then we strive to share what is left in those 
scarce items with our old customers, small and larger alike, according 
to our understanding of their problems and their needs It isa very 
dificult thing to do. However, that is when our system of keeping 
requisitions for the steel needs of our customers on file, according Lo 
Ze and products, proves advantaveous for them. Because as soon 
is sizes and analyses come in from the mills, our customers are notified 
and then we accept their order for their share for immediate delivery 
In spite of this, we added 150 new customers in December alone 
showing that we are sharing to the best of our abilitv with all alike. 

You have asked another question, “In what kind of steel products 
earried by your warehouse is the greatest shortage?” 

Generally the steel warehouses in the country sell most of the 
product lines which the steel mills make. In other words, we may sell 
five or six lines of a specifie type, but another warehouse may sell five 
or six completely different lines, and then there are other warehouses 
that sell full and complete lines of almost all the products. Those ar 
the very much larger warehouses throughout the country 

Throughout the country there is no doubt that all steel inventories 
n all steel warehouses are in critical shortage. As applies to our own 


particular case with our own products, we can tell you that the greatest 
shortage exists in cold-rolled sheets and strip, cold-finished bars 
tainless sheets, stainieas bars, and aluminum sheets and bars 


In the postwar years, our company has not been able to get in 


enough cold-rolled ew ts or strip to take care of our customers. So 
as for inventories on hand now, we just have not any reservoir supply 
We installed a modern battery of slitting and shearing facilities but 
because we have not received steel in sufficient quantities, in those 
particular types of steel, these machines have been idle a good part of 
the time. 

Of course, in our opinion and the opinion of many of those who come 
ous, one of the reasons for the shortage in cold-rolled sheet and strip 
s due to the extra tonnage needed for those extra million of automo- 
biles. Ifsome portion of this extra tonnage had been distribued to the 
warehouses, thousands of small-business concerns would have the 
sae necessary to operate their businesses, which are essential to our 
Vay of life, 

In 1939, the automotive industry consumed 5,906,000 tons; in 
1950, 15,518,000 tons, according to the preliminary figures. This is 
almost 2% times as much. We do not consume a single pound. Wi 
are the pipeline, the reservoir that feeds and keeps small industry 
operating, 
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Mrs. Purpy. I do not think it is any particular one. I do not like 
to pick out the automotive industry or any of the others, but we did 
have over 8,000,000 cars produced last year. In an emergency we 
do not need that number to be produced in the next coming year. 

Senator Lone. Well, the little fellow that was manufacturing metal 
slats for Venetian blinds is going to find in a hurry that he is going to 
take a much bigger cut than the man who is manuf: acturing auto- 
mobiles even though he is not as big. All of them together are 
probably a major segment of our economy, if you total up the number 
of those people, and there are going to have to be more sacrifices made 
by some of the larger concerns as well as the smaller concerns. 

Mrs. Purpy. I agree with you, Senator. 

Senator Lone. Thank you very much. 

The CuatrMan. Of course, you would add, I presume, the effect 
that the larger concern can more easily be converted to defense 
production, and certainly, according to our experience, has an easier 
way of getting Government contracts than the little man that you 
mentioned. 

Senator Lona. The usual result is, of course, that the automobile 
concern may go 2 or 3 months before they are loaded up again with 
defense orders, but the little Venetian blind manufacturer is out of 
business to stay. That is usually about the way it works out if he 
cannot get a supply. 

The CuarrmMan. I am glad that Senator Hendrickson has been able 
to come to the committee. He was here earlier and had to go to 
another committee meeting. Senator Hendrickson? 

Senator Henpricxson. Mr. Chairman, | have no questions to ask 
Mrs. Purdy, because I think her statement has been so admirably pre- 
sented, and so well presented, that it answers in itself the questions 
which might arise in my mind. I do, however, Mrs. Purdy, want to 
join my colleagues here in commending you. You have brought 
before this committee the most comprehensive and enlightened state- 
ment we have had up to this time. You make me proud that I come 
from New Jersey, where so frequently our womenfolk show us the 
way. 

The CuarrMaAn. He is a statesman and a diplomat. 

Mrs. Purpy. That was very nice. I thank you, Senator. 

The CHAIRMAN. Senator Benton? 

Senator Benron. Mr. Chairman, for the benefit of those present 
who have spent much of their lives in writing, as I have, I would say 
this 1s one of the best-written statements I have ever seen submitted 
to a congressional committee, and I join in this course of congratula- 
tions, Mrs. Purdy. Your phrases are fresh and your language is vivid 
and it shows that it is not the work of a professional ghost writer, but 
the work of a woman who knows her business. 

Mrs. Purpy. I had the pleasure of lunching with Miss Thomas 
vesterday and she said, ‘‘I hope you did not have to put in much time 
on this,” and I said, “I have not done anything else.” It has been 
until 12 and 1 o'clock most every night since I had the call from your 
committee, because I felt a responsibility. 

Senator Benvron. Mrs. Purdy, vou remind me of my friend, Charles 
Lindbergh, who, when I asked him how long it took him to write his 
little book which he published a year or two ago, a 10,000-word book, 
he said, “It took me all my life,’ and I think your lifetime is in the 


statement. 
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Would you tell us what percentage of steel, rouchly, goes to the 
warehouses? How much of this 103 million tons of steel that is 
produced by the steel industry ¢ 
Mrs. Purpy. I think this last 1950 it was estimated at 18 percent. 
Senator Benton. Does most of that go to small manufacturers 
in line with the previous witness who said that a 2,000-ton order o1 
even a 1,000-ton order would go directly to the mills? 


\Irs. PurRDY. Absolutely. 


Senator BENTON. So your 18 percent represent the demands of thi 

small fabricator and manufacturer? 

Mrs. Purpy. Also the other day at noon I had a visit from 
largest concerns near our plant in Lyndhurst, N. J., one of the 
st concerns in the country, I guess, and when they were sitt 

by my desk they saw all my pape rs; J had them all over, pickn out 
putting in, and changing around, and thev said, “I think vou 
DUSV LO SOLVE any time to us di | said, “N ,» Vou are CUuSLOM : 

tuld not be busv if it was not for vou. You are our lifeblood 

are the ones We will give all oun cons deration LO Wi rr’ hap 

y have you come to see us.”’ The salesman said, ‘‘Well, she is gett 
ready to go down to appear before the Senate Committee on Sm: 
Busine 3s.’ al «| they Sa1d “Kor heave s Sake ao not speak only tor 
small business. We are a large business, but we could not get along 
without the warehouse.’ 

H Ss 1, “We have constant needs alwavs, ever lav, that ey 

cannot take care of under mill cheduling. Lt Is something that con 
in an emergency all the time.’ 
=~ nator BENTON Could | ask anothet! questior abo 
LO rs: i ll are one of the 10 lare st W reho ( 

Virs. PurDy l sav in our line of products that we carry 

Senator Benron. How many of these small men—and I like thi 
commendation | agree with you that the small fellow with his 
20 employees is a very high grade enterprising individ lal with initia- 
tive, and you have in certain sections of your paper here really piven 


us a description of how and why our free-enterprise economy con- 
tinues to function, regardless of the many things that are done to it 
to hamstring and handicap it. 

But how many of these people would you roughly guess are engag 
as the fellow making the washers for the heels, or the man you cited 
here making’ something for the houses that cannot be finished, how 
many of them are converting steel along lines that are really essential 
to our economy and our life, in contrast to uses for steel that tend to 
be, like our automobiles, let us say, less essential? 

Mrs. Purpy. Senator Benton, I could not give you any figures like 
that. 

Senator Benron. It is an unfair question in a sense. 

Mrs. Purpy. Most of these are for the everyday needs of living that 
we are supplying. 

Senator Benron. What I was trying to get at is my presumption 
that there is a much higher percentage of essential needs in these great 
enormous tens of thousands of small converters than in some of the 
big buyers of steel. I think it would be true that it would average a 
much higher percentage of absolutely essential need out of Mrs. 
Purdy’s customers, out of many of the big buyers who are buying 
directly from the mills. To that extent she has a very sound argu- 
ment for favoring preferential treatment for the warehouses, 
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We had Mr. Carson the other day tell us about this order M-—6, bi 
you state that is it not an actual order at all. 

Mrs. Purpy. Oh, it is an order. 

Senator Benton. You state: 


Somehow and somewhere the th were extracted, and whs 
be an order became merely an a 

Are you stating that that order is not effective,.or you do not 
expect it to be effective? 

Mis. Purpy. That order is effective in, I would say, 90 percent of 
its fulfillment. As you say, after all these directives were taken out, 
they passed this regulation aiming to give us a good share of steel, 
but then along came these other priorities, the DO's, all these pro- 
erams, and left a dwindling ple, So that you can see when all these 
things come out first, then we get a pro rata share 

Senator Benton. Then you get the same percentage, I see. 

Mrs. Purpy. Of what we received in. 

Senator Benron. If you got 18 percent of 100,000,000 tons last 
vear you may be getting 18 percent of 65,000,000 tons this year. 

Mrs. Purpy. That is right; for the warehouse industry as a whole; 
yes. Then in different product lines there is more of a demand, and 
those product lines perhaps are harder for us to get in because of the 
tremendous backlog that the mills have on their books, ever increasing 
for the DO’s and these other programs. 

Senator Benron. May | make a comment, Mr. Chairman, on 
another point that I think is so important that was just touched 
lightly in Mrs. Purdy’s testimony, since she is the first witness to 
touch on it. [| remember when the chairman took the leadership in 
hearings in the last Congress, and the representative of the Treasury 
Department was queried by him, and to a lesser extent by me, on 
this subject of depreciation. I agree with you that the Treasury’s 
depreciation regulations have been a tremendous handicap to the 
expansion and strengthening of our economy, and they are regulations 
that are not embodied in law but are regulations that have beet 
arbitrarily, to a much larger extent than is recognized, worked out 
by the Treasury Department 

Interestingly enough, however, in the steel industry, I think the 


1 


Treasur’ depreciation regulations—although they have held back 
the development of new steel mills, they have also held back the 
developm« nt of more competition in steel production. 

Mrs. Purpy. I do not think anyone ever need wory about com 
petition in steel production. When the cost of replacing anything 
is so fabulously higher than it was 10 years ago, and the returns hav‘ 
been comparatively low, when you think a dollar investment 

Senator Benton. Even on low costs. 

Mrs. Purpy. Yes; and with replacement so much terrifically 
higher, none of the steel warehouses of the industry has had any need 
for fear of competition, I do not believe. 

Senator Benron. Why would a new man go in to build a steel mill 
at these higher costs when the Treasury will not let him depreciate? 

Mrs. Purpy. They would not. I would not think that they would. 

Senator Benron. This is, of course, the crux of the problem on 
vetting this certificate from the National Resources Board for the 
New England steel mill. Without the certificate permitting a depre- 
ciation, nobody would dream of building a new steel mill. 
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Mrs. Purpy. The technological advances that make things obsolete 
so quick ly these di: “ys 

Senator Benron. And the Treasury ut not let vou depreciate 

Mrs. Purpy. Yes: with that same b: 


on gomne without relief. 


iL. 


asis they cannot hope to ke Dp 


penator Bt NTON. This certificate is f ind f control over 
conomy that is very real, which is not beine protested by 
trenched interests in a given line of business it Ir economy, 
etual issuing or failure to issue that certificate is a form « 
that runs wholly counter, and Is keyed to the Treasury rect 
to the development of enterprise, and the production of 

\irs. Purpy. That is right. 

Senator BENTON. am glad to see from vour te 
varehouses of the country would favor the build 
ants, including a steel plant in New Eneland, which 
mportance to the New Pacland busine ss comm 

Mrs. Purpy. Could | make one observation, 

The CH AIRMAN. We would be rlad to do so 

Mrs. Purpy. We have heard so much here 

ray market. I do not believe there is nea 
hear. So many times the word comes to us 
tons or even 50,000 tons, and the people that 
they do not have any realization of how mucl takes 
amount. On the Atla ntic coast, of course, come in cont 
hear a great deal about the importation of steel, and that stee 
higher price than our steel and the mill industry 1 
they take that im, they pay more for it: and that 
nd then, as they said the other dav, it is the conver 

he type of billet s to another that adds 
practice When it is necessary to do that 
vould go out of business if they did not 

fe to them , 

Senator Benton. How much working capital 
business, Mrs. Purdy, roughly? 

Mrs. Purpy. About a million. 

Senator Benton. You are a very good example, vourself 
ndependent businesswoman, operating a family business, and 


ind that needs encouraging in the country. You certainly do credit 


to vour family. 

| have no more questions, Mr. Chairman, except 
ne of the most unusual witnesses I have ever seen before a con- 
‘ressional committee 

The CHatrRMan. With reference to the amount of steel that went 
to the warehouses, vou may remember that Mr. Austin testified, 

1949, 10,000,000 tons: in 1950. 13.000.000 tons He did not vive 

percentagewise but gave it in tons. 

Mrs. Purpy. That is right 

The CHAIRMAN. Senator Schoeppel. 

Senator ScHOEPPEL. Mrs Purdy [ just want to say this: I wis! 
that all the witnesses that have ap peared before this committee up 
to now—and I do not speak disparagingly of them—would have 
‘iven us as clear a picture of what is happening in this thing as you 

ve. [want to commend you for it; and, as stated by my collea 

| think it is the most searchingly frank, down 
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standable statement that we have had before us; and I want to 
end vou. 

mentioned one thing that has not heretofore been mentioned 

any other witnesses, and Senator Benton touched on it, and that 

the tax policy. I have found that in my midwestern area of th« 

ountry we have had very, very much difficulty expressed to us along 

the same lines that you have. Of course, that is a matter that 


extraneouslvy comes out of a hearing Ke this that can prove most 
helpful in some readjustment that I think will be helpful all the way 
down the hi , and will be equitable. 
vou handle some stainless steel. 
That is right. 
m reminded that I have received numerou 
ll-business manufacturing or processing 


basi Hp 125 or 250 people in thei 
iched by some of the 
less ste el and use a lot Oo! 


Md products 


hat supplies quite a bit of that Ly pe 


that your shortages 


t months ago, about the 


much difficult, 
"that type ol 


emed to | if almost oOvel that period, did 


ato! a number of small farm-equipment 
rns that make a lot of articles that are used on farms. Thesi 

concerns in the midwestern area experienced almost the same difficult, 
that you folks did on the eastern Atlantic seaboard, apparently. 

Mrs. Purpy. Well, I think right away, with the beginning of the 
Korean situation, — began the stockpiling of nickel, Senator. 

Senator ScnorpreL, That is right. And a lot of that material did 
consume col wien critical material, and it is pe rfectly proper that 
should have been taken off. What I am thinking of now is the over 
all situation, when these shortages developed seemingly overnight 
over a period of just a few weeks, and e verything was in short supply. 
You folks in the warehousing field were hit equally as hard, were yo 
not? 

Mrs. Purpy. That is right 

Senator Scnorprper. What has been your experience on your mill 
accounts? I think the gentleman just preceding you indicated that 
he had received a substantial supply, not what he wanted, of course 
What has your percentage from the mill supply fallen off to in thi 
last, say, 90 days? Just a round figure. 

Mrs. Purpy. It was down about 25 percent from what it was in 
the beginning before the Korean situation. 
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Senator Scnorepren. And, of course, you have found in a number 
of instances, Where customers previously have been mill accounts and 
were cut off or could not get an adequate supply, they would then 
come to you 

Mrs. Purpy. For emergency stock to help them over the time 
intil they hoped to get it in from the mill. That was in the first 
quarter, however. 

Senator Scuorrren. Well, I think you are approaching this thing, 
from your standpoint, in a most equitable and fair way; and if we 
could have that pattern followed all over the country maybe we would 
not have quite the feeling of frustration that is beginning to develop. 

Mrs. Purpy. You know, when a customer cannot get steel, when 
they have been coming to you for 40 years—some of our customers go 
back many, Many years—and now we cannot g! them what they 
want, they cannot understand it. My office is at the other end of the 
building, and | believe, conservatively speaking, I get 10 to 20 calls 
every day. ‘They call me first and say, ‘‘Now, Mrs. Purdy, 15 vears 
ago you came in to see us and we have been buying from you ever 
since. Now I am calling you to see if you cannot just see that we 
vet this. You know we have always liked to buy from you folks, and 
we Just are in a desperate position.” 

[ said, ‘‘Have you tried our order department?” 

‘‘No; we want to call you first so you can say a good word for us 
to your order department.” 

I said, ‘‘ Well, if it is there, you can have it. We are giving it and 
sharing it to the very best of our ability.” 

Senator ScHorrpret. | am sure you are, and that is most com- 
mendable. 

You mentioned one thing that I think is most important. You 
have spotlighted, to my way of thinking, the position that the ware- 
house industry in the steel industry takes in this country. I think it 
is most important. The thing I want to mention is that I think there 
should be very definite representation on whatever board or whatever 
department is going to consider this, to consider whatever changes 
might be made either on allocation orders or, if they have to—God 
forbid—rationing. I think that the folks in vour industry should 
stay right on that one cardinal thing—namely, getting adequate 
representation from your warehousing group on those committees 
because I am convinced that it is through your departments and 
through your groups that the small-business people are going to get 
more equitable treatment, because the big concerns do not have the 
time or the detail and cannot overcome the red tape. 

We have people in our section of the country that have had orders 
based on orders from plane plants that go into defense, and they have 
had a lag of 120 days or 4 months or 5 months or 6 months on the thing. 
That would not happen with the warehouse. Therefore, I want to 

ommend you for bringing that point out. I think that could be 
stressed, and I hope that the powers that be will give you adequate 
representation. 

[ would like to see a woman like you on that board. Maybe we 
vould get something done. 

Senator Henprickson. Mr. Chairman, I second that motion. 

Senator Brenton. | am for that, too. 


) 
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‘The CuairnMAN. Perhaps we can all join in making the representa- 
tion. 


Mrs. Purdy, I want to ask you just one question. In your state- 
ment you said that during last month, I believe it was, you took on 
150 new customers. Where had they been getting that steel there- 
tolore? 

Mrs. Purpy. We have not any idea; some other warehouse. When 
I say 150, I say that very conservatively, because we are getting 
15 a day, but I am trying to be very conservative in everything that 
I said to you Senators. 

The Cuatrman. I wondered to what extent they are buying also 
from other warehouses; do you know? ' 

Mrs. Purpy. Undoubtedly many of ‘them are buying from other 
warehouses. 

The CHarrMAN. In other words, they shop around whatever they 
can meet them needs. , 

Mrs. Purpy. They have to. And when I say if we can fill one-third 
of the orders and then only a small part ol what they need, they have 
to have the rest of it, and then they shop around, lin some instances 


1 } 


y say, “Well, you are the ones that we have been FYetLLINe Il from. 






And we sav, ““No:; we cannot take your order. if you can get it, 








































































































































quisition file for all our products of all sizes all the way 


dow? , and as soon as it comes in trom the mull, hol when we are told 


7 1] 1 ; 
that it is coming trom the mill, because with sheets and SUrips we are 
find to take any thing that is flat. lf the Hills have 2 chill rent temper 
ora d flere it gauge or a adifle nt width, li it is cul down Lo anything, 


with our battery of shears, we know there is some hard-pressed 


" | ‘ = i] }.] ‘ a ; ? 
businessman that will be tickled to pieces to get 1t and can use it. 


The CHAIRMA? Do vou buy from more than one mill? 
Mrs. PURD) Oh, ves, we buy from many mills, and oul relation- 


ship with our mills has been most friendly 1k TMOSL Cases. 
The CHarrmMan. And you do just like the small-business men, you 


put in the order for the things that you want, but you take what vou 


can get; is that it? 
Mrs. Purpy. That is right 
The CuatrMan. Thank you very much, Mrs. Purdy, you have 


cviven us a very fine presentation, and we do appreciate it, 

Mirs. Purpy. Thank you very much 

The CHainMAN. Now we want some representatives of the fabri- 
ecators and proc SSOrS The first Is Mr. John a. Wilson, Jr. of Wilson 
Refrigerator Co. of Smyrna, Del. Will you come around, Mr. Wilson 

Let me make just a brief statement both to the witnesses and to 
the members oi the committee. It is now 20 minutes to 12. We have 
nine witnesses. I am not asking that we cut any of them off, but 
I just want all of us to keep that in mind. I now say to the witnesses, 
we want you to present your case in the manner in which you want 
to do it, but if you have prepared statements which you can summarize 
and let the whole statement be printed in the record, we would be 
very glad for you do do that; anything to help us economize on time 
so we can finish not later than 1 o’clock. 


All right, Mr. Wilson. 


MATERIAL SHORTAGES 115 


a- | Mr. Wiison. I have some prepared statements that I would bi 
glad to pass around. It is of about four pages. 1 would be very 
e- clad to skip what I can of it. 
The CHarrmMan. We want your case fairly presented and you do 
e- it as you think best. I am just calling attention to the fact that w 
i have nine witnesses, and we should like to finish not later than | 
o'clock. 


Mr. Wiuson. Yes, sir. 


si) 


i 
| 
rt 
STATEMENT OF JOHN E. WILSON, JR., WILSON REFRIGERATOR 
| CO., SMYRNA, DEL. 





Mir. W [ will try to go through tl an » as much as 
1 1 4 1 il I \ ibs iis ot it 
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re) 1) DUST sine liv 1934 v ha to | ) il of SE +40) a 
a lat unount of faith. Che founder .venuine need rel - 
e ed | 1 3 k cooler to e tho has Of pou OL ! 
“| 4 daily ( LO i rh) pactel COUl ) 1 ) 
a ment work has been continuou since the oriem ol thre bus Hess I; 
product development work has been continuous sin he origin ol 
| the bu iIness farm dairymen a ‘ceptan t) il sed nuit 
Wilson now supplies approximately 19 percent of the farm mill i 
\ 3 piments mrted hy ‘ I } ouch R l 
d quipment Manufacture Asso sw. &. M.. & \iilk eool 
les 1 V 3 Lount tO approxin | nit ) | | 
Pre il thre | | | ill \ ) 
v ke \ iL hinges in ti 1) pita 
»] sales volume each ¥ \\ ( 
, i, the ann L sales \ ime exceeded 51,000, yin 1944 } 
the cap 1 in it in the U-\ ir p ) > \ 
|- Add ] capital came into th MUsin Ss in 946 to vey 
In 1947 the annual sales volume exceeded $4,000,000 
\ major factor in the growth of our business Was the pioneering of 
u the farm freezer, which began in 1939. Ifreezer sales at this time 
mount to approxima té ly the same volume as farm milk cooler sales, 
nd account for the remaining 50 percent of our annual volume. It 
] be of interest that Wilson engineers and associates were the first 


to produce and market an upright front-opening farm freezer. Other 


products were also developed in the interim, ineluding dry storage 
- coolers for r tail dairvmen, Drine tanks, bulk ice Makers, walk-in re 
frigerators and other commercial refrigeration products. However, 


+ 


thy severe sh rhagve ot St¢ el has mace it necessary to diseont 


inue the 


) roduction of all other products except farm milk coolers and farm 
ireezers, 


On July 14, 1948, our main assembly plant and offices were com- 


pletely destroved by fire. Sales in 1948 dropped to $2,576,545. In- 
: rance companies delayed settlement because we did not carry use at 
0 Ipaney surance We were out of production tor 7 months 
Wea resuming operations in February 1949 on a limited basis ales 
olume mn 1949 dropped to $1,655,990. Durin 1949 we wer om 
pelled to sell some of our steel inventory, which was alwavs maintau 
t a high level, to secure dollars. Total losses accumulated to Janu 


ry 31, 1949, the close of our fiscal vear, as a result of the fire wer 
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excess of $464,000. We were in a a precarious financial position, 
One more bad month might prove to be fatal. Consequently, the 
shortage of steel in 1950 has been of great concern to us for the con- 
tinuation and welfare of our business. 

On February 1, 1950, at the beginning of our fiscal year, we had a 
total steel inventory of 577 tons of various size steel a ‘ts for the 
production of milk coolers, freezers, and walk-in refrigerators, During 
ie year we were ab le to place accepted orders with the steel mills, 
formerly supplying our requirements, for 965 tons. Of this amount 
we have received to date approximately 50 percent, actually 485 
tons, in accordance with the following monthly record: 


0 September- 
0 October 

35 November-- 
65 December 
30 | 1951—January 

30 

70 Total 

During 1950 we used 775 tons of steel for the production of farm 
milk coolers. Milk coolers are a seasonal product; accordingly, we 
had to produce 75 percent of our annual milk cooler volume in the 
6-month period, February through July, which required 582 tons. 
Please note that the normal mill suppliers furnished us only 160 tons 
during this 6-month period. We used for the production of farm 
milk coolers alone more than our beginning stock of 577 tons, and 
over 3)5 times as much as we received in this period. No steel from 
mill suppliers was left for farm freezers, walk-in refrigerators, or other 
products. Consequently, we were forced to limit ourselves to the 
production of farm milk coolers and farm freezers only 

Freezer production was dependent upon our ability to secure 
steel through warehouse jobbers, black market operators, or any 
other source, with almost a total disregard for the price, in order 
that we might keep our plant operating and our employees working. 
For example, the normal mill price of prime cold-rolled sheets is 
544 cents per pound; however, we have paid as high as 18 cents per 
pound for inferior hot-rolled sheets. Large quantities of hot-rolled 
have been purchased at 14 cents and 16 cents per pound. In addition 
to the initial financial hardship which this created, time and effort 
were limitlessly expended in the procurement of this vital steel to 
ward off a plant shut-down which could have resulted in the death 
of our business. 

To this report we are attaching a tabulation labeled exhibit A, of the 
orders which were placed with our normal mill suppliers during our 
1950 fiscal year. 

(Exhibit A referred to above is as follows:) 
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The tabulation shows the supplier 

ante promised, 
You will note that some orders placed in Feb: 
n April and June, were not received until August 
These orders comprised specified siz 
ooler production. 


_ 
A 


nhumbe - date requested, 
LV. 


: 
aate ot shipmet! 


and ( Jetob 
, gauges, and finish for 

They arrived in our stock after the major 

leted for the vear. If 

neets are used for other products, the wastage Is severe and cost 

\ccordingly,* they should be carried in stock for a pel 

intil milk cooler production for 1951 is 


resumed 
One of the main problems of steel supply is the 
veries, If we could be assured by I 

to receive 


liddl ¥, 


milk cooler production Was Comp 


nill suppliers 
a definite allotment of steel each mont 
equired sizes to fit the olanned production sched 
teel by eliminating waste and the accumulation of 
ntory Such a definite program would also perl 
component parts intelligently to meet th 


+} ye 
LiCl 
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thereby reducing inventory again, increasing turnover, and avoiding 
financial embarrassment caused by the accumulation of surplus and 
unusable inventory of component parts. A plan of this type is 
most important to the welfare of small business, yet it has been im- 
possible to secure firm delivery promises from the mills. 

The elimination of the basing point system has seriously handi- 
capped us in securing sheet steel. As you know, the basing point 
system was eliminated when the United States Supreme Court 
handed down a decision in July 1948 against the Universal Atlas 
Cement Co.’s practice of equalizing freight rates. Immediately after 
this decision was made, all steel companies discontinued the practice 
of equalizing freight rates, and quoted their prices f. o. b. their respec- 
tive steel mills. 

The Republic Steel Corp. and the United States Steel Corp. how 
claim that “by right of geography”’ we are not their customer. We 
have never complained about paying the freight on steel from the 
Republic mills at Cleveland or Niles, Ohio, nor the United States 
Steel mill at Irwin, Pa. However, they claim that their management 
feels that they can no long r compete for business in this eastern 
area, and consequently hs ave allotted their steel to customers closer 
to their mills, who they feel will be continuous customers. 

Therefore, it has been very difficult for us to get the Republic 
Steel Corp., one of our major — rs, to allocate us sufficient steel. 
Consequently, the elimination of the basing point system seriously 
handicapped our steel supply and almost put us out of business at 
a time when we were struggling for financial existence. 

Please understand that it is not our intention to criticize or con- 
demn the steel companies. It appears that we are more or less 
victims of circumstances which are terrifically critical to us at this 
time. We feel that all of our mill suppliers have been sympathetic 
with our problems and it is our sincere hope that increased tonnages 
can be allotted us in 1951 to enable us to continue with the production 
of our farm milk coolers and farm freezers, both of which are used 
in the preservation of perishable foods. Our 1951 production fore 
| upon a volume which will provide a break-even point 
ad keep our business sound and healthy until additional volume can 
be obtained through war work. 

Unfortunately, our minimum sheet steel requirements for farm 
milk coolers in 1951 will be materially increased. This is not due to 
increased production, as the planned production forecast for the year 
is approximately the same as we produced in 1950. Actually, in the 
6-month period, February through July, we produced 3,294 mill 
coolers in 1950 whereas in 1951 we plan to prod uce only 3,150. How 
ever, the major increase is due to the swing in popularity by the dairy 
farmer to the front-opening type milk cooler instead of the immersiot 
type formerly used. For example, the steel required for a four-cat 
immersion type milk cooler is 246 pounds, whereas the four-can front 
opening type requires 354 pounds, an increase of 44 percent. Th 
six-can immersion type requires 300 pounds, whereas ee six-can front 
opening type requires 404 pounds, ran increase of 36 percent. As 
like quantitites of the four- and six-can front-opening milk coolers 
will be required, the average steel increase for farm milk coolers in 
1951 will be approximately 40 percent. 


} 
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In addition to our difficulties in securing sufficient steel, we are now 
finding that other required items are becoming more difficult weekly, 
such as hardware, wire baskets, wire shelving, aluminum. sheets, 
copper tubing, brass and copper fittings, bronze castings, plastic for 


breakerstrips and rubber gaskets. Our buyers are constantly on the 


telephone with our suppliers of these items, expediting deliveries o1 


attempting to secure substitutes to keep our plant operating 

To this report we are attaching a schedule of price increases from 
July 15, 1950 to January 15, 1951, labeled “Exhibit B” on numerous 
materials and component parts which we use in the production of our 
farm milk coolers and farm freezers. 

Exhibit B above referred to is as follows: 


During this period you will notice that 
17 percent to 100 percent. Some of 


predicated upon our Mate rial and labor costs 
nd others as of October. Unfortunately, mat 
hown have become effective since Nov mbetr 
are Very uncertain as to whether or not we sha 
our present selling prices. We are now recost 
ine our position. 
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line employment, ii may be of interest to note that our em- 


plovees have grown in number from six in 1934 to a high of 244 in May 

of 1950, with an average of 191 for the vear 1950. Our average wag: 
] : ‘ cl ~ ) 1 99 d ” 

level has increased from 35 cents an hour in 1934 to $1.23 an hour in 


} 
1 


1950. During our fiscal vear 1950 we will expend for labor and sal 


aries approximately $552,000. This amount does not include any sales 
COMMISSIONS paid to our 16 factory representatives who travel for us. 
In conclusion, we would like to thank you and vour committee for 


the courtesy which you have extended to us in allowing us to present 


7° rahlam } } ld } lad . ; : 
our probiems, and we should be giad to answer any questions which 
the members of your committee may wish to ask. 


ank Vou, \Ir. Wilson. 


] 
} 
hay : , » 
ave some Questions 


to ask about the statement you made 


t system. 


rp. now clan 


ver complained 


leveland or Niles, 


What mill, or 
their customer? 
Mir. WILSON. The Bethlehen el at Sparrows Point, Med. 
LONG. In this War econo : f l e, there are coin’ LO 
have t ( expansions OF steel Tacit S. lo not know exactly just 
har { gre nilanne bya h a 97 : hat d a] la 
wiht Line are planned, bD . i} yp On that does take place, 


} 1 
j 


logically expansion that would l vour orders under f. 0. b 

pricing should be at Sparrows t, or that near you, rather than 

expansion of Republic n 
Mr. Wiison. That 

Senator Lona. Of mn in undeveloped areas, 

were concerned, was not 

felt down uisiana that we could bh: 

Birmingham or at Houston rather than 
whi h would absorb freicht into our aren, 

x else to your attention I do not believe | 

eport with me, but the report issued in 1949 by this com- 

survey D\ 1} { ” itieth Coneress, showed these facts: 

coming int ousiana during the previous war effort 

from Pittsburgh was practically cut off because they saw no reason 

why they should absorb fr oht and make a smaller profit selling to 

small businesses in our area than they would when they were not 


absorbing freicht, selling it to their own area, and we found that th: 
Birmingham deliveries, of urse, were not absorbing freight, and 
therefore Birmingham deliveries would come through, but we could 
not get steel from the Pittsbureh area where freight was being absorbed 

In my State that resulted in a reduction of about 50 percent, to 
be exact, 48.9 percent, in the steel that was shipped into our area 
If you are relying on the basing point system I can tell you when it 
came down to being able to choose between a customer where they 
were absorbing freight and between one where they were not absorbing 


the freight, steel companies, it was our experience, when steel was 
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scarce supply, took the customer where they were not absorbing 


Gomme back to the basing point, I believe you would not 
doing you much good, because they would prefer to have the 
here they were going to make the largest prot, 
Mr. \\ [LSON, We never objected to the freight ang 
the smallest part. We are paving 14 cents and 16 ce 
now to keep our plants operating. It is ridiculous to 
small freight rate, but at least that is what we were told, and 
the reason we did not get our deliveries. 
Senator Lone. So that if the basing point svstem would get VO 
the steel you would be willing to take the basing point system or th 


o. b. system, whatever system would get you steel deliveries. Is 


hat what it amounts to? 

\Ir. Witson. There is no objection at all to that. 

The CuarrMan. By the way, on this stepped-up price you 
laving to pay, I noted that, is that some of the imported steel, o1 
you know? 

Mr. Wiztson. No, sir. 

‘The CHAIRM AN. In other words, that is black market steel? 

Mir. WiILson. Any of the imported steel that we have inspected has 
not been really practical for us to use. 

The CHAIRMAN. The reason | ask you that question is because 
several w itnesses have rather discounted the presence of black market 
or grey market practices and has said that perhaps it consisted of 
dealing in imported steel which did command a higher price. 
wondered if you had any way of knowing whether or 


i)? 
CR 6 


imported. This was domestic st 
Mr. Witson. Yes. 
The CHAIRMAN. Senator Benton? 
Senator Benron. Are you the Mr. Wilson 
ompany. 
Mir. Witson. Yes, sir. 


Senator BENTON. It is a remarkable record 


statement, and | am glad to hear, in line with you 
Senator Long, that the proper margin is suflicient so that you 
ling to pay tor the steel if you could only vet it. 
Ir. Witson. We want to exist, first. 
Senator Benton. You are to be congratulated. It 
tory. 
The CHAIRMAN. It is a very interesting story. We all enjoyed it 
very much, and we appreciate your coming in and giving it to us. 
Mr. Witson. Thank you very much. 
The CHAIRMAN. Our next witness is Mr. Maintain. We ai 
to have you with us, Mr. Maintain. 
The Maintain Store Engineering Service of Boston, Mass 
Proceed in your own way, Mr. Maintain. 


STATEMENT BY RUSS MAINTAIN, MAINTAIN STORE ENGINEERING 
SERVICE, BOSTON, MASS. 


Mr. Mainrarin. Thank you, sir. 
lam Russell E. Maintain, owner and operator of the Mainta 


Mnomeering Service, ol Boston and Woburn, Mass. | am aiso 


78662—51—pt. 2-6 
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president and director of the Smaller Business Association of New 
England. 

Ours is a small business, employing 85 persons. We manufactur 
equipment for retail stores, especially supermarkets. Before th 
present stecl shortage we emploved 110. The equipment we make i 
intended to save labor and store space and customer stopping timi¢ 
We sell our product nationally through dealers as well as direct t« 
store operators. 

Our compan} was started in 1932 by myself. At first we operated 
as a distributor for a large sheet metal fabricating concern in the 
Middle West, but from the beginning we manufactured some product: 
ourselves. Since 1940 we have manufactured most of our own equip 
ment, as at that time the mid-west manufacturer discontinued thy 
manufacture of store equipment we were handling. 

During World War II, we converted 100 percent to war products, 
making such items as cabinets and panels for electronic devices, metal 
hardware for 30 and 50 caliber ammunition boxes, tool boxes and cab- 
inets, work benches, and a great variety of other products. 

After World War I], we experienced difficulty getting steel for our 
needs because we did not have a pattern of purchases with the steel 
mills, and they contended anyway that we were logically a warehous« 
type buver 

We were not too concerned, however, because we felt that as our 
business was born in a depression, and as it seemed most logical that 
we could expect that eventually we would have another depression, 
that it was more im ports int for us to devote our major attention toward 
building up our market nationally, developing the features of our 
product . and refining our manufacturing processes to cut down our 
costs, all so that we would be able to use steel when it would eventually 
become available, and so that we would be assured of surviving any 
future depression that might possibly come along. 

In 1949 the steel companies, both mills and warehouses began to 
camp on our doorstep offering us steel. So we thought the time had 
come to cash in on the spade work we had done in setting up dealers, 


improving our product and processes. We therefore embarked on a 
national advertising program telling the retailers of the country 
through their trade publications, that we had the answer to thei 
labor-wasting, customer-irritating problems. This campaign in- 
volved spending more for advertising the first 6 months of 1950 tha: 
previously we had spent for advertising in all of the 18 years since ou 


company was formed in 1932. 

In June 1950, before Korea, we suddenly realized that the ste 
which we had ordered from our suppliers early in the vear was not 
being delivered. Delivery promises were repeatedly broken an 
rebroken. The reasons riven for postponed deliveries by the ware 
houses was that ther were not receiving the steel from the mills, and 
the reason given by the mills, some of whom had opened up their book 
to us when there had been ample steel, was that alee the brief 
period when there was a surplus of steel we had not placed large orders 
with them 

In July 1950, we had a small fire in our paint enameling departmen 
and we therefore decided to move our manufacturing into a plant 
which we had purchased, but not paid for, in Woburn, Mass. 
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We have devoted ourselves to making this plant an efficient, econom- 
ical, safe plant to work in, which will attract high grade labor and 
provide assurance of permanent employment to our loyal employees. 
Incidentally, we selected Woburn because there are no large industries 
in that area or the immediate towns surrounding Woburn. ‘There- 
fore, for war purposes we are not competing with large war industries, 

We are now pretty well settled in this plant. But our inventory 
of steel and our prospects for securing more steel, are worse than at 
any time in years; and our receipts of steel in 1950 were lower than 
our receipts in 1949, 

We have canvassed all the warehouses in our area, but from all we 
get the same story: They do not have steel to sell us. We ask then 
if they expect to recelve more steel under the Nl 6 order, and the 
replies are vague and indefinite. At the present time we have less 
than 30 tons of accepted orders placed for the first half of 1950, 20 
tons from a mill promised for possible delivery in April, and 3 tons 
from a warehouse promised for this month. Our receipts for the 
same period last year was 122 tons, and we should have had 100 tons 
a month, and should be getting more than that now. 

The steel companies tell us to get defense orders. This we are 
naturally trying to do, but as yet without success. In the meantime, 
we are losing our well-trained, proficient employees to other companies 
who are able to get steel, and in some instances to big business con- 
cerns both inside and outside of New England. One concern just 
employed one of our young men, whom we had trained over a period 
of several years. We had been paying this young man $1.50 per 
hour, $60 per week. ‘The company that hired him away from 
offered him $2 per hour, and told him they would guarantee him 54 
hours work a week. This would assure him, with overtime, a week! 
wage of $122, more than double what he had been getting from us 

We have already lost 25 employees whom we had trained in mechani- 
‘al skills which they will now use in war plants, and we cannot 

ontinue to do this if we are unable to get steel. 

Our company is the kind of business that will be needed by 
‘ountry in an all-out war. We realize that we cannot expect spi 
avors, and that it is up to us to be ingenious in adapting 
to the conditions which exist. That is just what we are trying to 


) ~( 


We want to get into defense business, and at the same time not uy 
our normal business any more than is necessary. We understai 
that is the aim of the Government at the present time, and 
the upsetting of our pr acetime economy is the aim of Joe Stalin 

We would like Lo find n source of steel that we could ade pend on to 
keep our business healthy, and that will relieve me to devote my 
attention to the efficient operation of my business, instead of spending 
most of my time trying to locate steel. 

We have not bought any steel on the so-called grey or black market, 
although we have been offered such steel, especially lorelgn steel a 
number of times. We have been paying an excessive price, however, 
for steel. We should be purchasing steel from mills at around S90 
per ton, but we average to pay $150 a ton to keep our plant going 
and to retain our employees. 

From time to time there has been offered to us imported steel 


from 


i 
the Marshall plan countries at prices of around $300 a ton We 


wonder how it is possible for these countries to be selling steel on the 
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black market here and at the same time be the recipients of ECA 
purchases of steel products from this country, steel which is badly 
needed by small business in this country to stay in business and to 
keep our own economy strong and healthy. 

With my statement [ am presenting a copy of a letter which I havi 


} > 
{ 


cl 
received from Paul O. Peters, research consultant, of Washington 


lettel ve referre to is as follows: 


Report of the blie Ivisory 1 of the EC 


1950, ne total procurement 


to Octob r oi. 1950, 
ithorizations in the 
S238 800.000 ‘anada pplied $20,300,000 
$19,100,000 approximately 
hat other procur 
have been authorized 


shown 


procure? 


S3 13.000 of miscellaneo ] 


i for the Republie of 


$123. 000 
3, OOO 
O00 

OOO 


343, 000 


ice, a businessman’s guide and 
* Cooperation Administration’s special missi 
1950, i;CA-financed goods entering France fron 
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January 1, 1949, through December 31, 1949, in 
odities made of iron and steel, including 
6,351 metric tons of tinne d sheets of a 


‘luded 92,528 metric t 
5,782 metric tons 
thickness less than 0.5 
These ECA goods were all paid for by the I an taxpaver. 
Also it was reported in ECA press releases Nos. 664 and 
mmmodities for the SOLLAC steel ‘xpansion at Hayar 


France, would be supplied from the United States : 


} r) 
it i 


rators and motors 723, 000 


S85. OOO 
510. 000 


\letal-working machinery 


218. OOO 


However, whe 
1950, it was stated 
| production 
has increased by more than 50 percent ove 
200.000 tons in 38 to 313.000 tons in Ju 
t naturally wonders just why the ECA aut! 
United States of iron and steel mill materials and al l,- 
000,000 while at the same time the United Kingdom is able t hij : rf 
yn and steel materials and products to the Republ 
vith American tax di : 
Also, many American small-b 
hat 139,000 tons of steel rails were abo 
yhina to construct a railroad from Kwat 
t] *h are alr vy at war w 
keep plant 
apparently 
sma i bu 
offered at 


This letter points out that huge quantities of steel products 
being shipped from this country to Europe and elsewhere, and | 
juestion if much ot the steel for these products could not be purchast d 

reasonable prices right in the countries to which the products are 
eing shipped, instead of being such a drain on our own supplies as 

threaten the existence of many small businesses. 

I have one of those press releases from ECA, dated Jan 
nd I will quote a couple of lines from it: 


ECA noted that steel exports of the Marshall plan count 

the postwar period in September and October 1950, ar hs 

rders for iron and steel products continued to flood Western Iuropean 

ring the closing months of the year. 
The steel companies continually point out the great increased 
apacity the country will have for producing steel in 1953 and later 
it that is a long time from now, too long to hold our breath. 
What we need is immediate relief. We agree with the statement 
ade here yesterday, that a man who loses his job suffers just as 

much whether he is working for an automobile company or for a small 


usiness. But the fact is that the men working for the automobile 
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companies are not losing their jobs, while the men who are working 
for small companies like our own are losing theirs. The remedy is 
more equitable distribution. . 

I just make a comment on tie-in sales. I listened to the warehouse 
testimony this morning and I did not hear mentioned the fact that 
many ware monies hesitate to sell us cold-rolled steel, contending that 
we should buy more stainless from them. We do not use very much 
stainless, and what we do use we cannot buy from everybody. But 
it is a fact that some warehouses “ees told us the reason they cannot 
sell us steel is because we do not buy stainless from them. 

CHAIRMAN. How, generally, 1s that tie-in requirement, do you 


Marnrarn. I think it is general with a number of companies 
sellme stainless, a number of warehouses selling stainless. 

! want to point out specifically that both Bethlehem and Carnegie- 
Illinois have shipped us steel on a hardship basis several times, but 
it comes only when we are in a crisis, and one cannot depend = always 
bemg in direst straits and being saved at ‘last moment by a ship- 

t of f steel. But we do nes iate what they have don 
! that they ave great problems, Loo, 
is now more steel being produced in this country than evei 
history. We do not understand why we cannot get our share 
increased production lt now begins to look as if New 
lis going to hav own steel-producing facilities; but again 
the future, too long a time ahead for us to hold our breath 
abandoning the basing-point system has undoubtedly hurt 
New England. I understand many companies 
» the sources of ste 1 because of this. We 
ourselves. sut it does not seem sound for all 
‘country using steel to be concentrated u 
‘you for this opportunity to present our case. We wish to bi 
h just as we realize that the steel companies are also trying ia 
be helptal Above all things we want te » help preserve thre Ame ‘rica 
system of free, private, competitive enterprise 

The CaarrmMan. I note your statement that it does not make sens: 
for all of the manufacturing companies using steel to be concentrated 
in the steel-producing areas. Do you not think that the other is 
true, ; Iso, that it dor snot make sense for steel producing to be concen- 
trated in just a few areas, and that the more it is spread out over. th 
country the greater the benefit to our economy { 

Mr. MAINTAIN. . certainly agree with you; yes, sir; that steel produ 
ing should be spread around the country. 

The CuarrMan. I certainly hope New England gets its steel mill 
I think that one should be built there 

Mr. Marnratn. It cannot come too fast. 

The CHarrmMan. I agree with you. However, let me say this: | 
join with Senator Long in saying that the basin; g-point plan would | 
the plan that might keep New England from getting its steel mill 
The change may be the thing that will cause New England to get its 
steel mill. 

Mr. Marnrarn. Yes, si 

The Cuarrman. I think there is a short-range way of looking at 
that thing and also a long-range way of looking at it. 1 cannot help 


el-producing 
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but believe—and my State is fortunate to be in a steel-produci 
area—that from the long-range view this country is going 
reatly by the change in the basing-point system, which, aft 
insofar as the absorption of freight is concerned, to meet fau 
petition, has not been disturbed. 
Senator Lonc. What was the basing point for steel deliv 
your plant in New England under the basing-point SVstl m? 
\Iarnrain. It was Pittsburgh or Buffalo, I behe 
Senator Lona. Plus rail freight, of course, from there 
Ol delivery? 
Mir. MaAinTain. Yes. 
senator LONG What do your manufacturers te l] Vol 
the basing point svstem? Do Pittsburgh and 
do not feel you would be their customer in the ft 
The steel manufacti 
have withdrawn from New 
stown, who finally supplied us with some 
perate economically in Ne tfngland. They know 
ure market Is not mM New Englar , and therefore Lhe 
O sell then proauct where they i . fay 7 
to be 


hen » has told 


} 


ryt 


I 


Of course that makes 


; ‘ : 3 
WW En wha area, Goes 1b ho 


i 
certamly does and if we 


We would prol 


MDL) 


Meanwhile we ; in this pos 
the long run you might have steel 
‘un you may be dead and it would n 
Afi. *s AINTAIN. That is right 
The CHAIRMAN. Senator Schoeppel? 
Senator ScHorprpet. Mr. Maintain, I appreciate the 
oints of view you have brought out here. I am wan sai, 
ould not have for the record, since this matt rhs as been bro ugl 
| have the committee obtain from the OA authorities some 
the steel shipments that have gone out of this Country 
1950, down to the present time? 
Mainrain. Yes, sir. Ll have here, which I did 
I did not feel we could take the time to do it, but I hav 
P a rs an itemization of many shipments that have bx 
he EC d \ program in 1 just December and November ol 
565,000. There are a lot of other definite quotations her 
A A press releases. 
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Senator Scnhorrret. Thank you, sir. 

The CHAarRMAN. Senator Benton? 

Senator Benron. I congratulate the witness, Mr. Chairman, on 
his interest in the New England Smaller Business Association. I hope 
it grows and prospers. I also congratulate him for eliciting such 
warm-hearted statements from the Chairman and Senator Long 
about our projected steel mill. 

Thank you, Mr. Chairman. 

The CuarrMan. I want to say that this is not the first time I have 
expressed that interest. We had hearings before the Joint Economic 
Committee more than a year ago, and I certainly stated then that | 
felt New England was entitled to a steel mill. 

Senator Brenton. I associate myself with you on your views on the 
basing-point problem, but note the predicament today of the New 
England manufacturer. There is all this talk about the steel mill. 
The other steel producers in other parts of the country can sell the 

teel without going to New England. They can sell it to people whose 
ied will they are trying to cultivate when the shortages, as they 
foresee, will be no longer with us. 

Why should they ship to a fellow that they are going to lose who is 
going to be buying from some new competitor to be developed in New 
England? It puts him in an extremely difficult position. 

The CuarrmMan. Of course that is true, but the point I want to 
make with reference to the basing point is that that argument simply 
does not hold water when he says that he cannot absorb freight rates, 

Senator Benron. I concur with that. 

The Cuatrman. The Supreme Court just last Monday reaffirmed 
the position that the manufacturer can absorb freight rates so long as 
it is used in fair competition. 

Senator Benton. Yes, of course. 

The CHarrMAN. So some time an excuse is used for justification 
that simply will not hold water upon closer examination. 

Senator Benron. | saw freight rates in the Encyclopaedia Bri 
tannica and nobody is complaining. I understand that difference very 
well. 

The CuarrmMan. Thank you very much, Mr. Maintain. I hop 
you are able to maintain your business. 

Mr. Ralph R. West of West Steel Casting Co. of Cleveland, Ohio. 
Glad to have you with us, Mr. West. 


STATEMENTS OF RALPH R. WEST, WEST STEEL CASTING CO., 
CLEVELAND, OHIO, AND S. S. PARSONS, SMALLER BUSINESS OF 
AMERICA, INC. 


Mr. West. May I have a few minutes to explain my position and 
why I am here? I have se cred in the past, for 18 months, on a task 
force of the NSRB on smaller business activity. Our group started i 
the NSRB in December 1948. We met regularly, sometimes twice 
month, until our chairman’s death, unexpectedly, in the spring of 
1950. Our chairman was, of course, Mr. Richard ( ‘ooke, Advisor on 
Smaller Business to the NSRB. Our efforts were many and our work 
brought some results, although not as many as we had hoped for. 

Along with this, the Government saw fit to appoint me to a very 
critical committee in the Munitions Board. This Contractor Militar) 
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telations Committee represents a cross section of industry. 
‘red Crawford of Thompson Products is chairman. I have 
pleasure of being the chairman under him of the subeommitte: 
small business activity including subcontracting. 

This preamble is long, but necessary, in order to make a very sh 
statement. Civilian goods of a critical nature, even such things 
telephones, are still in short supply; evidence, Cleveland paper dat 
January 16, 1951. 

The steel situation is one example of a critical material in short 
supply. You will find newspaper clippings as evidence of. st 
shortages as far back as 2 Vears ago, Steel is still very criti al, and the 
defense program is not fully under way. With more defense oper: 

ons, steel, aluminum, copper, and several other basic materials wil 
in very critical short supply. 

The manufacturers of these basic materials hav 


I; 
| 


nerease capacity: but 1 am afraid it will be too litt! 


It may take as much as 10 to 12 percent of the next 


eel supply for plant development and machinery, and thi 
taken from end use products. This figure is very important and 
be determined accurately. Production that is adequat 
war, and lack of production ean definitely lose one. 
necessary and a clear estimate is also necessary of how many 
needed. You cannot ship a truck, or a tank, without even 
lings as nuts and bolts. Compl te lateral ph ing and s 
ng is in order. The small business is the fi 


nch of poor planning 


T 
iet us outproduce ussia, not outrequla 


inite need for complete and cooperative action betwe 
of the Government acting for small business and 
correlating committee. 

It goes without saving that the particular problems 
DUSINeSS will be brought up by those who are accompanvil 

[ am the president, along with these other activities, of a 

isiness group in northern Ohio,’ Smaller Business of America, 
We have weekly meetings. We operate as best we can under the 
Col ditions, trying to get along, trying Lo help one another. 

| have the vice president with us today, Mr. Parsons, who operat: 
a small engineering and construction shop. He uses this steel. H: 
ries to do what he can. I would like to have Mr. Parsons take a fev 
minutes of my time, if possible. He is vice president of our organ 
ZAtION., 

The CuarrMan. All right, Mr. Parsons. 

Mr. Parsons. I see that time is getting short in this hearing, and 
for that reason we are teaming up in Cleveland a little bit. 

Since we were here last week at the Senate Small Business Com- 
mittee discussing this matter, four or five of this group have spent the 
best part of the last 2 weeks determining in Cleveland, Ohio, our real 
hortage situation of steel. I might say that we are not just speaking 
for ourselves. In other words, I have been in the fabricating business 
for 25 years, employ about 100 men, have prepared parts for the war 
production, not only in World War II, but was interested in that end 
n World War I. I think I know pretty well the picture ahead of us. 
| am an engineer. We made gun parts, we made airplane jigs, we 
made various items in the last war, as well as our revular line ol 
foundry equipment. 





MATERIAL SHORTAGES 


We are in very much worse condition today to fight a war, from 
the standpoint of materials, frankly, than we were in World War IT. 
s not only the question of shortage of steel in the warehouses. We 
tried to analvze that. Taking September 1949 as the picture 
d sav that the average warehouse has less than 43 percent of 
ial at hand, and 25 percent of that is stuff we can use. <A lot 
he material they have is obsolete, odd-sized. 
evond that the manufacturer had another problem. He has to 
have an inventory of his own. All of us have to have a certain basic 
Inventory if we are making’ products varied In character ourselves. 
\ survey of our foundry equipment manufacturers, for instance, which 
is one of the necessities that we are going to be confronted with 
priorities for equipment, because these projects are not moving du 
to the equipment manufacturers not being in a position to supply 
their parts, made a survey for me last week, and we have less than 
25 pereent of our normal inventories on hand. We are in terrific 
shape in Cleveland 
You had the vice president of Ryerson. Ryerson is one of our big 
jobbers in Cleveland. 1 was talking to their manager a few days ago 
What can vou do about so and so and so and so? Well, we will give 
th I) each a thousand pounds of steel We will spread it around, but 
the amount of tonnage that is being spread around is absolutely 
ridiculous, gentlemen 
Another thing, we based this basing-point system in 1950, 9 
months—as vou know there was a slump in general industry in 1949 


A creat many of us—and when I sav ‘‘small business,”’ gentlemen, | 
ot talking about 5- and 10-cent business By definition, we : 


PSS W hich Zoes to 500 emplovees Take in the CITV of ( ‘le veland 


’ 


possibly 50 or 60 large industries, so classified. We have fron 


to 2.400 small plants that are absolut iv necessary to this Wal 


} 


we have the Cadillac plant started in Cleveland. \| 
ready they are going to numbers of our fabricators and asking for part 
and help to getting stuff started, and we cannot even get steel with th 
DO’s. A DO does not doa man any good in the warehouse if the ware 


h) ] 


ouse does not have the steel. The warehouse can only use it to re 
I 
pl 


ace it. We were absolutely astonished vesterdayv to vet over th 
wires the testimony which was given by NPA that all is well with steel 
We just do not have steel, gentlemen. The manufacturers at Clev 
land do not know what they are Going to do in the next 30 and 60 davs 

Now Ou! ! nad irom Ni W Kneland asked a question a while 21eo 
Why is there such a lot of mystery about this? Let us look at ste 
production for the last 4 vears. I have before me, and it is read 
available, the records of the American Iron and Steel Institute, th 
January 1 issue of the Steel Magazine, and wew ill vive 1t to vour con 
mittee 

This FrTOUup that vou are talking Lo today is small business and 
medium business. Frankly speaking, as a whole, in the country, 
are the second largest users of steel today. In 1947 and 1948 th 
group was a larger user than the automotive industry. 

Now. if you will look “at the production, this 105.000.0000 tons tha 
was cast around, is not the production of steel; the total productio 
of steel is 71,410,000 for 1950, roughly. 

Automotive got approximately 15,000,000 tons: jobbers, distribu- 
tors, dealers, got about 13,300,000, and if you will drop down further 
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vou will find machinery, industrial equipment and tools got about 
54,000,000, which is the | ig user of carloads. 

Going back to 1950, many of our warehouses, many of our average- 
sized industries carried enouch stock th roug rh 1949 that they did not 
buy verv much carload material in the first 5 months. In the 
; months they could not Vet carload deliveries, so when this measu 


] 
+ 


‘K Was set up it was ridiculous: if did not Olve a fair credit at 
the general fabricating industry 
Now, gentlemen, it is simply this: We cannot build 8,000,000 
vutomobiles a Vvear and do all that we have been doing normally 
th our present 1 facilities, . 
Summing up, merely state this—and your committee can 
around, because we have been kicking it around for 2 we 
ldition to General Ha rons \I-6, which is work ng to a degre 
nore or I S, the job hoon and di stribu tors of steel and 1 the mach 
and industrial equip yment industry this vear, if the survey mad 
Cleveland by us is correct, will need better than 2,000,000 tons of ste 


( 
] 
l 


or 500,000 a quarter, more than vour fre a ar program, to proper! 
et up for defense. 
Let us hol kid ourselves Thank Vou, 
The CuatrMan, Thank vou, Mr. Parsons 
Are there : any questions? 
senator LONG. You say that steel is 
‘leveland area. That is where vou ve, 
Mr. PARSONS. That is richt. 
Senator Lone. We just had testimony here from a smal 
m the Kast that he was being told in Cleveland 
his order, because they could not supply him 
past since they had to divert most of their supplies 
‘Cleveland area We were also told by the manuf: 
ngland that he was told pretty mt h the same 
at would give the impression that the Cleveland people ar 
‘ I] the ST e¢ | they needed. 
Mr. Parsons. Do not kid vourself, Senator Lone 
1 my own case I was on the schedule with United States Steel 
r pretty near 10 years, anywhere from four to eight 
I did not buy te early in 1950, s 
| tried to e back on that aq 
1c, teoally. ord. & bi.” 
far as the steel compant 
meerned ave been in business for over 25 vears in Cleveland 
ind the warehouses and jobbers have broken their necks to t 
us going, but when we walk down and go through the 
‘'s and find the shelves are bare, we have a prob lem I ord 
carloads ot forelen steel last week, the first bl: } 
rhit, because three of mv eood customers had 
ro on with their projects in the rubber indt 
Incidentally, that same steel, $14.50 f 
mported steel, could be bought last Augu 
ving. That is what we are reduced 
There is another company that has 
ompetitors, an old friend, the W. W. 
t week: “TIT did the same thine ie 
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One of our old companies had a 2,000 quota for steel per year, o1 
roughly, 500 tons for the first quarter. He is getting 60 tons now. 

I tell you, gentlemen, this thing is vital, and I do not care what 
kind of a deal big steel made, as far as the first 3 months of 1951 
and I am an old hard-boiled Democrat—TI say we had better get off 
our pedestal and say, ‘‘Listen, we are going to build something fo 
defense instead of keeping on with automobiles.’? We can run out 
automobiles the next 5 or 6 years. 

Senator THyr. Mr. Parsons, have orders coming to your plant 
increased? 

Mr. Parsons. They have gone up—until a month ago they hay 
not gone up. 

Senator Thyr. When did they commence increasing? 

Mr. Parsons. Well, we are talking on extra responsibility, just hk 

lid in the last war. For instance, the NACA 
Ture. Well, nonwar contracts. 
irsoNs. What I meant was we have a standard line of equip 
we have been in for years. Now, every time a war ha 
¢ we have either built gun parts, or plane jigs, or somethin 
We are committed to that. 
the business | am talking about is concerned, they do not 
‘fellows will not even come down to Washingtot 
vill be given to us. 
\[r. Parsons, the reason I asked you 
is that ying to get a pattern of where the domest 


} : } } 
demands have increased your orders, or whether it is the related wa 


\ 
\ 


Inaustri that have increased the orders? 


\MIr. Parsons. For instance, last night we had a call from Deny: 
from the Gates Rubber Co. They just bought two mills to add 
their rubber production. They must have equipment. They ai 
desperate, because they are going to get those mills in in 38 weeks and 
they cannot run them. I asked them, I said, ‘Would you let me bu 
a carload of black-market steel to get them for you?” 

They said, “Go ahead 

That is how bad this thing is getting. It is ridiculous, gentlemen 
We have in Cleveland, Ohio, in two or three warehouses, enough 
sheet steel sitting there to take care of the whole of northern Ohio for 
the next 2 vears. 

Senator THyr. Who controls it? 

Mr. Parsons. The automobile fellows. 

Senator THyr. You mean the automobile fellows have this : 
inventory? 

Mr. Parsons. I do not say it is all in their name, gentlemen. It 
may be in someone else’s name, but it is there and I can show yo 
where it is. 

Senator Tuyr. That sheet metal is inventory of the automobil 
industry; is that it? 

Mr. Parsons. I would not say it was that. I would say it is unde! 
their control. 

Senator Tuysr. It is inventory for the automobile industry‘ 

Mr. Parsons. Yes, sir. And I have no kick with the automobil: 
industry. We do business with them, but we cannot do business with 
anyone very much longer if we do not get the steel. 

The Cuarrman. In other words, your contention is there simp) 
has not been an equitable distribution as between the automotiv: 


» 
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industry and the warehouses and small business, and furthermore, the 
time is coming when we ought to realize that we can cut down on the 
number of automobiles being produced? 

Mr. Parsons. In fact, I was an automobile dealer for years. I just 
sold one of my places a year ago. I know the automobile industry. 
Those boys are on the job. They have the steel. Last fall they got 
it set up. They not only got their allocation, but they have been 
stockpiling and they have been DuyIRS 14, 15, 16-cent steel, taking it 
off the market, as well as standard steel. I don’t blame them for 
trying to get 3 to 6 months’ inventories of steel, but, by God, we 
fellows can t do it. 

The CuatrMan. You think, also, that we need additional cap 
in steel production? 

Mr. Parsons. Yes, sir, and we cannot start that any too soon, 
because when this thing is over we will need even more than is planned. 

Senator Tuyr. Mr. Parsons, you talk exactly like the fabricators 
out in the Midwest. I have gone into their plants. They have 
shown me their shelves; they have shown me where they normally 
kept this type of sheet metal or this type of other metal. And they 
have said, ‘You know, we don’t have a thing here, we cannot get it. 
If we get it now we have to go on the black market or otherwise, we 
are going to close this plant, or this plant must remain closed for an 
indefinite period.” 

So you are talking exactly like they are talking out in my State 
You are talking like the fabricator in Northfield or Albert Lea, 
any one of a dozen other towns in Minnesota. 

Mr. Parsons. We have not had much trouble with gray or 
market with these steel fellows. There has been some of it, we 
it, and there has been some favoritism, but by and large we are 
protesting that. That is something that as long as you have people 
you are going to have some of that thing going on, but there has 
been a darn small percent that we could put our hands on. 

Senator SCHOEPPEL. You speak with reference to a big supply of 
steel over in Ohio that would run for months and months and months. 

Mr. Parsons. It would, as far as our industry is concerned. It 
would only run maybe 30 to 60 days for the Fisher Body, or some 
those fellows. 

Senator Scnorepre.. I[ think that we are in somewhat of a respon- 
sible position to see that those concerns are taken care of. Unless 
that steel can be utilized and used in defense or in regular lines, the 
allocating authorities of this Government under this kind of program 
should see that those companies disclose their inventories before they 
are In position ‘to get additional steel. Do you agree W ith me on that? 

Mr. Parsons. Yes, sir. 

Senator ScHorerrpet. Would you cooperate with this committee to 

scertain where that steel is located so we could check it? 

Mr. Parsons. I would be very glad to. 

Senator ScHoeppet. Thank you, sir. 

The CHatrMan. Both of you gentlemen had attachments, I believ: 
Do you want those included in the record? 

\Mir. Parsons. Yes. Those are cood-sized companies in Cleveland 
and are desperate. 

The CuarrMan. Both of your statements will be included in the 
record in full. Thank you very much. We are glad to have had 
you both as witnesses. 


or 


¢ 
Ol 
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a reasonable flow of steel from mills to the warehouses to 


approximate replenishment 


In November NPA Order M-—6 was issued to ‘‘assist 
ributors]} in 
functions.’ 

At that time we all had hopes that M-—6 would serve toward 

} 


4 
reasonable inventories in t 


evel 


them [warehouse di 
obtaining supplies of steel for the carrying out of their 


+ 


normal 


maintaini: 
e warehouses, but it has been our experience that th« 
anticipated improvement has not taken place. 

The lack of a steel supply in warehouses greatly handicaps us in providing worl 
for our peopie, and our hope 


fort} 


ies in your being able to arrange for relief in your 
coming hearing 


Very tr 
W. KI ATT, Preside nt. 


Tue C. O. Bartietr & SNow Co., 
( and, Ohio, January 7. 286f. 


Eq Lipme nt Man fac turers Association, 


scany: I wish to confirm the statement made to you today 
ny finds itself in a very serious position because of our inability 
quantities of steel products such as plates, flat bars, 
members, 


and 
must have for fabricating the products we 
have sold to those industries serving in the Government’s war efforts, the largest 
F ‘| being required for installation on order from foundries. 

iy knowledge, we have been allocated only 40 tons of sucl 
products for the first quarter of 1951. whereas our need is for 400 tons each quarter 


1 


oft this year 

We have a backlog of orders, aggregating twice our vearly volume of sales, mi 
of which are for those companies in the various sort of foundry activities. 

We have searched most all known regular sources for these materials. We 
have bought and are stil! buying at terrifically high prices foreign rolled steel, and 

» have found it necessary to weld smal 


| plates together to get plates large enoug! 
We have made bars from plates and have substituted sizes of 
es 


and thicknesses of plat greater than called for by 
and satisfy our customers need for early delivery. 
juantity of steel allocated to our company is based on our averag 
} 


specific period 


when industries we regularly serve were almost at ro 

periods as latter quarter of 1949 and first half of 1950 we wer 

low ebb, and business in the foundry industry did not show healt! 
| f 1950, and the need for steel became serious thereafter 

we have searched out on several occasions and four 

had steel or had a fair allocation of some or in some wa 

el and have placed many orders with such cor 

most companies we ser 

t mto productio 


In other wor 


O. BarrLtetr & Snow Co 
WILSON, 


Purchasing Manager. 


PARSONS ENGINEERING CorpP., 
Cleveland, Ohio, January 17, 1951. 
SMALLER BusINESS OF AMERK 
Cleve land, Ohio 


Attention of Mr. 8. R. Christophersen, executive vice president.) 


GENTLEMEN: One of the greatest hardships of small business today is the 
I Itv of obtaining f 


g most kinds of materials, due to a reported shortage. Par 
is this true of steel. The latter part of 1949 and the first part of 1950 
n our line and found us with so large a steel inventory that we placed 
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PURCHASE ORDER 
I.NGINEERING Corp. 
CLEVELAND, OHIO 


3437 


Date: January 11, 19° 


Seventy-ninth Stre 


I 
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produce as much material in as short a time as possible 
nanpower. Now is the time to accomplish the tooling 
Very truly yours, 


WILLIAM Hat 


! 
Vnat not 


\s L say, I did not prepare 
he CHAIRMAN. In other 
\ir. SAUNDERS. That Is right 


\ 
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is your outlook for 1951? Do vou see 
nothing since August 


tons for January 
livered? This is the 


n January. 
Senator Long 
ya lg { ] 


ht et steel 


price, is that 


what we have OO 
have been able to Pick 
that Has been offered 


re steel, | would Sav, 


not entitled to 


vy curing 


le whatever was 
rtioned the othe 
table proportio! 
ion from the mill 
ionths of 1950? 


to the mill for 150 


Thev also state. v 
‘quota basis and we will advise vou lat: 
came and said, we vive you, | think, 75. 
. »Oo we placed our ordet A month or so later the 
‘and said, it will not be shipped in October and will be classed 
ber allotment You il ¢ nothing for Decemb« 

Conse ntiv, we have not gotten any for any month 
The CuarrMan. Have they give you any reason? I cannot quit 
see the reason from the letter you quoted there why other orders woul 
1 from the field and you shoved out completely. In oth 
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Mr. Saunpers. I do not have them tabulated by months; only by 
years. 

The CHarrMAN. That will be fine. 

I certainly am going to suggest, if the committee will back me up or 
this, that our staff check and dig into this individual case, because it 
seems to me it may show us what the problem is. We might als 
check with some - the people who made the statement Senator Long 
has just referred t 

Mr. SAUNDERS. We own another small steel company fabricatin; 
products under the name of Liphart Steel Co. They were promised 
a quota of 65 tons in January, 45 in February, and 45 in March. They 
cannot operate on that. 

The CuarrMan. How much have they been using? 

Mr. SAUNDERS. Somewhere around 200 tons a month, but the 
have only been getting a little more than what Ross has, 1,452 tons 
in 1950, it looks like. 

Senator ScHoEepPpEL. Where did they get that steel? 

Mr. Saunpers. That comes from Carnegie, most of it. 

The CHarrMan. Where is this located? 


r 


SaunpDERs. This is in Richmond. 
» CHAIRMAN. Cc arnegie, at least, has not cut vou off. 


* SaunpgerRs. They cut our quota down here, vou see; January 


february, 45, : arch, 45 tons. That is ridiculous. 


AIRMAN. That is slow starvation, is it not? 
SAUNDERS. 
‘HAIRMAN. » will b ry gle o have that for the record 
. 4 oe hus . . ‘ . fallin 
IMmMents wi rel ( Cas LOllOWS 


b 


special considerat 
ting, and, therefor 


outlined in this lett 


JOHN DE SPARRI 


> } , 
Resident Re presental 





MATERIAL SHORTAGES 


hn 


Ross Iron Works, Inc., Ri 


The CHAIRMAN. Is there anything 
No response 
The CHAIRMAN 
nder’s We appreciate yout cr} 
SaunDeErRs. Thank you 


James W. Campbell, of the 


Thank vou verv much for cor 





144 MATERIAL SHORTAGES 


STATEMENT OF JAMES CAMPBELL, OF THE D. R. CAMPBELI 
CO., OF BOSTON, MASS. 
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about 277,000 people. About 60,000 repairmen, the small-business 
man, repair these shoes, and if you are going to ration shoes again as 
we did in the last war, it is going to be kind of essential to repair shoes, 

The CHarrMan. Mr. Campbell, | notice in your statement 
that how the clefense orders are piling On. Do vou vet 
allocation of steel to take care of at part which is tied in w 


defense orders? 

Mr. Campre cy. The asininity of the whole thi 
is that defense orders in this partic lar period 
limited. We are dealing with human beings, and 
the latter part of 1949 and the first part of 


j 1 


sacked off, to eat up our Inve ntories so, when 
started, we were absolutely without inv 
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the country 
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The CHarrMan. From whom do 
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Mr. Campretyu. I wish I would have been here to talk with that 
gentleman. I certainly would have liked the opportunity to discuss 
that at length with him. 

During World War II the shoe industry was considered essential 
enough to at one time enable me to have priorities to have a stockpile 
of some four hundred-odd tons of steel on my floor. That was not 
abnormal, gentlemen, because during World War II I was cutting 
8 tons of finished product per day, 6 days a week, consuming about 
12 tons of steel a day. ‘That is what our production was during 
World War II. I believe it will reach those peaks again. What Wwe 
need today is something in immediate relief. [ had a truck leave last 
Monday morning from Maryland to go to Boston with 500 pounds of 
Strip s eel and with orders for two truck drivers to stand bv so that 
we could fabricate it so they could take it back down to the mills 
Now, God, gentlemen, don’t tell me they are stockpiling it, becaus 
they are not. They do not pay that kind of money for stockpiles i: 
the rubber industry. I don’t know if vou are familiar with it or not 
but they are shrewd buve rs. I know; I deal with them. 

\lso, | have seen trucks leave New Jersey to go to Matapan, LO 
drive all the Way around the clock to take it back, and the asininity 
of the whole situation is this strip steel is far in excess in waste of 
what they get out of it. So, we should have some kind of allocation 

‘m to channel steel to necessities and essential industries, and 
it back on some of our fanfare which we are having. 


] 
This hurts I Just as mu h as il hurts anvbody else, because I do 
} ] ] ++ 1] 7 . we . | 
hundred fittv-oda tons of nails per month 
Some of them go int ‘is: others vo into thines—well, 


} 
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manutacture abo one 


we have sone 


to make I suppose that is considered a luxury 
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cut those out nm ertectiy willing to ecurta 
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T OF ARTHUR W. KNIGHT, WILLIAM ALLEN SON’S 
CO., WORCESTER, MASS. 


ul 


expel 
William Allen Sor 

ter, Mass. The views at 

those of a cross-se tion sampling of re pl 
In our area, including my own company 


not permit a complete area analysis but the composite o 
ten representative, small-business consumers of steel in the area 
brought forth a pattern of agreement that might be considered indica- 
picture for our particular section. These concerns rang 
ent employment from 12 to 200 per plant, a total of 536 employ- 
They normally annually consume approximately 16,300 tons of 
carbon steel and 100 tons of stainless steel, a total of 16,400 tons 
Their range of manufacture goes from tiny flame-cut parts to huge 
bleaching kiers for the textile industry; from small stampings weighing 
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a fraction of an ounce to power boilers weighing tons. All of the con- 
cerns selected for this sampling are essential in nature, and enjoyed 
eviable records for defense production during World War Il. Some 
buy as much as 100 percent of their normal requirements from steel 
mills while others depend upon steel warehouses for practically 100 
percent of their needs. The weighted average of this gro ip undet 
so-called normal conditions is approximately 73 percent direct mull 
and 27 percent warehouse purchases 

With regard to warehouse purchasing, many complained of inability 
to obtain supplies from mill and that they had had to attempt ware- 
house purchasing. <All complained that warehouses were drained of 
tock and some were hav ne to resort to other sources to ke ep running 


SOLE have p irchased fore) rn steel while others have found it he 


to pay exag¢ rerated pri ‘es in order to continue operations, 
summation of this pieture could well be a quotation from on 
lestionnalres, “black market ‘al best bi led by 
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| mills formerly supplied 
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Mr. Knicur. Not exactly, Senator Long. There has been a 
gradual withdrawal from the New England market of many concerns 
and basing point was only one that aggravated the whole thing. After 
the war there was a capture of certain of the smaller companies that 
had been providing steel for the small businesses of New England 
either by large companies, or something of that sort. There was one 
company there which was captured by a large electrical manufacturer 

Senator Lone. The point I had in mind is that the basing-point 
System usually involved a steel mill at a more distant point, that is 
selling at the identical price of a steel mill located nearer to the market 
That involved freight absorption. Of course, freight absorption 
usually resulted in identical pricing of the product 

Somebody had to pay the bill. 

;+, This committee's study indicated that during the 
When I say ‘this committee’ | mean the previou 
Committee thos compantes did not care to absor! 


less they had t In other words, they would prefer to sell 


ht than they would to ship to a mor 
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cake and eat it, too, why it should produce automobiles and pr 
tanks all at the same time, using twice as much steel. The steel fron 
automobiles should be diverted in a large measure, it seems to me, to 
defense items. I certainly hope that we can work something of 


I L Ul 
3 


sort Out to assist in the problem vou have, so that you e: 
tain a reasonable supply of steel. That is t! 


ile purpose of thes hes 
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o this survey is the manager of a medium-si 
neland. He owns a farm out in the country 
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STATEMENT OF H, P. FAUST, R. G. WRIGHT CO., BUFFALO, N. Y.; 
ACCOMPANIED BY PAUL GIRTON, GIRTON MANUFACTURING 
CO., MILLVILLE, PA.; L. R. HERMANN, CHERRY-BURRELL CORP. 
CHICAGO, ILL.; JOHN MARSHALL, CREAMERY PACKAGE MANU- 
FACTURING CO., CHICAGO, ILL.; AND H. L. SOLIE, GENERAL 
DAIRY EQUIPMENT CO., MINNEAPOLIS, MINN. 


lan, I ain Howard r. Faust, and | am Poine 
as spokesman for the industry. 
CHAIRMAN. Proceed, sur, in your own way. 
Senator HUMPHREY Ir. Chairman, before the gentleman start 
LUMONY, I would like to make a suggestion to the chairman. 
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forgotten. Aside from such military orders as are now being placed, 
there is no recognition of the relative essentiality of the products of 
industry. ‘This is a simple and forthright conception which, un- 
fortunately, is not tenable under the all-out effort for which Mr 
Wilson is calling. But to Mr. Wilson, I owe my thanks. He has 
given me an opening which I shall not fail to exploit. 

| appear before vou as the representative of the 76 manufacturers of 
milk handling and processing equipment, 64 of which are small busi 


ness, averaging 130 employees. I am also delegated to present the 


situation of 30,000 milk processing plants, of which the overwhelming 
majority are small business. While perhaps not primarily the re- 


sponsibility of this group as a committee, individually vou are cer 
tainly alert to the interest of the country’s 4's million milk producing 
90,000,000 consumers of dairy products. Among the 


consumers, the most dependent on dairy products are the very youn: 


farmers and 1] 
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Ridgway Kennedy, Jr., president; Milk Industry Foundation 

on, president; National Cheese Institute, W. J. Wilson, president 
tries Supply Association, Inc., Kk. L. Wallace, president 

Mr. Faust. While every word therein is important, to conserve 
your time today I should like to emphasize certain statements only. 
On page 2, we speak of the 22,741,000 cows which produce nearly 
120,000,000,000 pounds of milk annuaily, and on page 3, of the 
23,000,000 people residing on these farms. The Milk Life Line, illus- 
trated on pages 4 and 5, is the keynote of our report. ‘This shows 
graphically the interdependence of the various steps from cow 
consumer, 

Pages 6 to 19 give pertinent data on each of the major dairy 

‘ts: Butter, cheese, ice cream, fluid, evaporated and powd red 
Please note that at the bottom of the page the appropriate processing 
equipment for each product is illustrated. Also, the military con- 
unption of the product for the year 1944 is given in a box on the 
iwht hand pages Over-al industry statisti appear on pages 18 


i 
nd 19 In 1949, the tota product * dairving exceeded $10,000 
100.000 


| 
i 
] 
I 


On pages 20 and 21 we illustrate only one of the rea 
elatively short life of processing equipment, the daily disasseml 
and reassembly required by sanitary standards. It is not commont 
inderstood that virtually every milk processing r plant In this count 
is rigidly supervised in its operation by municipal, county, St: 
oad or Federal public health inspectors It is iy hecessary aul 
these inspectors to demand the immediate replacement of 
ment whic h In any Way might cause the contamination of 
You mav reter to the United States Public 
Nntiate this statement Another « 
urated atmosphere in which the equi 


Anas | 
adequate lubrication difficult and accelei 
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r of the metals. Although equipment 
ion mechanically, its physical condition may 

O thre pout that it is unsate lot mulk, 

We have reminded vou in this report that 
avs a Veal Vay we also point out that 
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arly summer when the pastures are rich and ¢g 
100,000 pounds in November it rises spectacula 


pounds in June. It is this burst of bovine productivity, 
the “flush” and Starting about 2 months from how, which crea 
he crisis By this time next Veal there will be a shortage ol aairy 
products 

The average individual consumption in the armed services is double 
that of the civilian population Although our population has in- 
reased by about 8,000,000 in the past S vears, the milk produc tion 
n 1950 was about the same as in 1942, and the cow population is 
lown. <As the armed services grow in numbers, the shortage | 
ome increasingly apparent It would therefore be a shame 
scandal if any of this milk had to be poure dd down tee sewer oO! 
animal feed because of the break-down of processing facilit 

Leaving the report temporarily, may I introduce you firs 
typical milk processor. His is a family business or perhaps a small 


partnership or he may be the manager of a local farm cooperative, 
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who are best able to support the gray market in materials, since 
materials generally represent less of their total cost than in the manu- 
facture of necessities. It can be argued that the manufacturer of a 
cap pistol and his employees are entitled to earn a living, but it is 
now evident that the time had come to choose between cap pistols 
and more essential articles on the basis of the interests of the whole 
country. 

Belatedly, orders such as the December 30 Revision of Copper 
Order M-—12 are beginning to appear which prohibit the use of certain 
scarce materials in products considered less essential to our general 
welfare. If that step had been taken 3 months ago, the copper 
shortage would not exist today. 

Is there a means to provide immediate relief for the dairy-processing 
and comparably essential industries? The answer is ‘Yes’ and th: 
method is to allocate to the equipment manufacturers sufficient mate- 
rials to provide maintenance, repairs, and necessary replacements for 
existing equipment. I hesitate to suggest the word “expansion,’’ be- 
cause ata time like this it takes on the nasty significance of “business 
as usual.”’ But the expansion of dairy-processing plants in certain 
parts of the country will soon be a necessity. As military camps ar 
reopened and bases reactivated, the Armed Forces will demand ade 
quate equipment for their suppliers of dairy products. As populations 
shift to man defense plants, an urgent need for additional plant facili- 
ties will develop 

Aside from being a typical small manufacturer in this field, m 
qualification foracting as spokesman for this industry is my experienc 
On October 7, 1941, L accepted the position in charge of milk-process 

ipment in the Office of Production Management, predecesso 
‘ar Production Board. All of us were inexperienced and mos 


hem. B l 


er a pattern was already set and we were on the wa 


tle idea of our objectives or how to attain t 


ce, we operated ina clumsy manner, but we operate: 
1 istrations, every day showed some succes 
| shortage here or an equipment breakdown thi 
manufacturers and dairy processors learned 
We had no facts nor figures compiled to indicat 


iat our legitimate requirements were. But, 


| 
Interim reher was provided white statistics we 


decided that this error would not be repeated. 


tatement made by Mr. Wilson on Thursday? H 

milk is poured into a large container or a smal 

will rise to the surface. Of course, when t! 

lic, we were deluged with telegrams to fin 

rials for the containers. He also said th: 

tic small business—I believe his words were ‘‘on th 

as invariably rewarded. We shall outlined our activiti 
past vear and ask you—and him—to judge whether or not 

on the ball” and have met with our just rewards. 

Senator Humpurey. Could I interrupt there, Mr. Chairman? 

The CHAIRMAN. Yes. 

Senator Humpurey. The reason I would like to interrupt is that | 
have a letter, as | mentioned here the other day, in reply to a com 
munication of mine on the 4th day of December to the Nationa 
Production Authority. In this letter 1 asked a series of questions 
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Wilde, Assistant to thi 


These questions are answered by Mr. H. G 
Authority. You were 


Administrator of the National Production 
talking about carbon steel; is that not correct? 
Mr. Faust. Yes. 
Senator Humpurey. I have on page 3 of this letter signed by Mr 
H. G. Wilde, Assistant to the Administrator, what the National 


Production Authority says as to its requirements. I read from the 
paragraph, and I want to get your comment on it: 
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It has been offered to us, and so far we have not 


T. 
mvesti¢ | to find whether that offer could be justified; 1 mean 
whether it was actually there 

eenator Hr MPHREY. Have you heard anybody else say that ther 
was steel bought in the black market if vou were willin 

to pay an extra 5 or $200 a ton? . 
sir: I know that there is some. The extent of 


ith, Senator 
Thank vou 
heard some of these other witnesses he 

‘vy have been buvine some steel olf the bla 


ee times the normal price; have vou not 


he dairv-processing indus 

find on pages 22 and 
Mav 19, 1950, to NSRB 
nt manulacturers met. te 
information Government micht 
ntly the materials require 
WPB and other agencies i 
of those with Govern 
mn manufacturers 

L ( ( TINE their miate! 
rough 1949. A few delinquent 


responded admirably. 


industry combin 


committee that day 


Truman, Secre 

In an effort 

id toreetul ‘ possibie we 
e went still further. When 


} 


Ww 


practical plan for administering o 


yn within 48 hours, controlling tl 


ss 1 
i 


ana equip nent to the pro 


ctl 


materials for this industry be es 


first half of 1951. We beh 

on the average of the 1947 

ercent of the total for the 4 

ak season, January 1—June 30 

n the principal materials, we are asking for the ent 
a monthly allotment ly S33 tons of won, 1,510 tons 
799 f stainle eel, 9S tons of copper and copp 


fa tons OF si rt 


1d 61 tons of aluminum 





MATERIAL SHORTAGES 


Datry EQUIPMENT SITUATION 


The following statement was presented as a requested report to the President’s 
Council of Economie Advisers about a month ago. The situation, insofar as the 
dairy industry is concerned, has not improved but is intensified.) 

Dairy Industries Supply Association represents companies manufacturing and 
distributing all varieties of equipment and supplies used in the handling of milk 
and the manufacture of dairy products beyond the farm. One group of our 
members consists of companies specializing in the manufacture of machinery 
used in dairy processing. The association has established a committee and a 
task force, composed of company executives and production men who are thoroughly 
familiar with the technical and practical aspects of the materials situation as it 
affects our industry. 

As shown in the accompanying folder, our association has made a survey of 
isage in 1947, 1948, and 1949 of materials vital to producing dairy processing 
equipment. The survey includes both member and nonmember companies listed 
following the tabulation. The materials covered by the survey include more thar 
95 percent of the dairy processing equipment and machinery mar ‘ead 
the United States. 

The association has also kept abreast of conditions i 

ith reference to the impact of the defense program or 
naterials, under present policies and practices. ‘The last 1 

der contain a sampl of letters received by dairy processing 
facturers from their metals suppliers. Most of them deal 
vhich is one of our most critical materials. These letters, and such : 

hich the association has received either in writing or orally, add 
mistakable fact that the manufacturers of dairy processing machinery 
ment are simply unable to obtain enough materials such as stain! 
supply to the dairy processing industries the latter’s minimum essent 
ments for equipment repair, maintenance, and replacement. 

Compared with other industries that are important users of scare¢ 

ie dairy processing equipment industry is unique in these respects: 

1) The companies are relatively small and ar t 
+} 


1e suppliers of scarce materials. 


2) Because of lead time required betwee 

juipment manufacturer for fabricating equi, 

juipment in a dairy plant, the materials must 

be fabricated into equipment that will take cart 
vhich begins in the spring. 

The handling of milk and its products from farn 
most rigid sanitary requirements which in many cases specif) 
vhich are now unobtainable by equipment manufacturers. 
+) Milk and its products are recognized by nutritionists 

mportant of all foods. Of the total United States food dollar about Ll: 

spent on dairy products which supply about 30 percent of 
} juired bv the population. 
5) The dairy equipment industry requires very small 

‘rials for example, less than l percent of the normal 

ind one-half of ] percent of the normal nickel supply : i 
dispensable for the processing and distribution of 120,000,000,000 pout 

nilk which supplies $10,000,000,000 of food to the | 

ivilian population. 

The United States Department of Agriculture is the claimar 
materials required in food processing, and the National Productior 
has the power to issue orders for allocations, priorities, limitations, ete. Ac 
ingly, the task force representing our industry has gone to the proper operating 
officials in the United States Department of Agriculture, placing before them the 
facts about the current critical situation. According to established procedure, 
the industry group and representatives of the United States Department of 
\griculture have presented the same facts to the proper operating officials in the 
National Production Authority. Simultaneously, we have kept the National 
Security Resources Board advised of these steps and the situation confronting 
the dairy industry. The facts have also been presented to the United States 
Public Health Service, which has expressed its interest in cooperating with the 
industry and with the Government agencies to see that public-health requirements 
with respect to dairy foods are upheld. In short, our industry representatives 
have been received very cordially and sympathetically by the Government officials 


78662—51—pt. 2———_-9 
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who have been familiarized with the critical situation. However, we have ob- 
viously reached an impasse with respect to the National Production Authority 
in two respects: 

(1) According to theoretical statistics cited by NPA, substantial quantities of 
certain scarce materials are available, whereas actually they are not available, and 
NPA officials have been unable to explain this discrepancy in practical terms 
For example, according to NPA figures, less than 10 percent of the United States 
supply of nickel is being set aside for military stockpiling and not more than an 
additional 25 percent is required to fill the sum total of all DO-rated orders. 
Statistically, then, roughly 65 percent of the United States nickel supply should 
be available for civilian users. Almost the total United States nickel supply is 
rationed to users of nickel by the International Nickel Co., a virtual monopoly 


Some of this nickel is given to the fabricators of stainless steel, various types of 
which contain varying percentages of nickel. According to the statistics used by 
NPA, theoretically around two-thirds to three-fourths of United States stainless 
steel ought to be available for civilian users. Actually companies that desperately 
require stainless steel in our industry are unable to find any stainless steel of certain 
types either in mills or warehouses. 

NPA has been unable to discover where the stainless stec theoretical or actual 

j whether it is being sold to the highest bidder in gravy or black 
markets, is being given to preferred customers 
peacetime, whether it is being withheld by suppliers for one reason or another, etc. 

2) NPA officials further a e us that nothing can be done at present to make 
allocations, even to an obviou sential civilian stry which is confronted 
by an immediate crisis, simply because the “top policy” is opposed to the principle 
of allocations at this time. It is true that NPA has made exceptions in special 
allocations for railroad cars and Great Lakes barges and in limitations orders 
applying to certain luxury uses. However, we are told that “top policy” in NPA 
does not contemplate action, based on essentiality recognitions, in the near future, 
beyond the issuance of DO ratings for strictly military uses. To do so, it is 
argued, would lead to a broad program of ‘‘controls’’ perhaps along the lines of the 
controlled materials plan which was in operation during the latter part of World 
War II. To begin making allocation to an industr ich as ours, we are told, 
would lea s along a } rf ybilizati vhie he Government is not 
ready for and which “top po ’ considers to be cessary. 

Meanwhile the dwindling supply of scarce materials needed by our industry i 
rapidly disappearing. t will | late if > WE until the ‘‘top policy” i 
changed : & result f a calami the s evident to the entire population. It 

I the attitude that there is 
liv stolen. 
he stage of a crisis in the dairy equip 
inability to supply equipment 
output of machinery, actual 
the manufacture of dairy 
lines. Later, when the 
will have to be) to take 
re will be much wast 
lies will have lost skill 
their plants, will have 


equipment industry are 
icturing dairy products 
1 and some already ar 
replacement machins 
he flush productior 
Chis same typ 
on 4,500,000 
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of certain small amounts of scarce materials be immediately made for repair, 
maintenance, and necessary replacement of dairy equipment that is essential to 
produce, process, and distribute milk in various forms. 

As you will note from a resolution dated November 28, 1950 (see pp. 31 and 32 
of the Report on the Essentiality and Requirements of the Dairy Industry en- 
closed herewith), an immediate allocation is unanimously recommended by 
representatives of all major national organizations of dairy products manufacturers, 
meeting together with representatives of the Dairy Industries Supply Association 
in’a session of the Dairy Industry Committee of the United States of America. 

Our industry has the historical use statistics and other data that are necessary 
to make possible such an allocation equitably and at once. We have documented 
evidence of an immediate and severe crisis. Delay will be disastrous because 
the existing actual (not theoretical) scarce materials required by the industry 
are rapidly disappearing into other and often demonstrably#nonessential uses, 

If further data on this matter are desired, Dairy Industries Supply Association 
lad to cooperate in furnishing any additional information that can be 


l 
ee 


9 
obtained. 


GEORGE F, Rowe, S¢ 


KGROUND NOTES ON SUGGESTED TEMPORARY EMERGENCY 
PROCESSING EQUIPMEN' 


\s submitted December 19, 1950 by Dairy Industry Committ 
Industries Supply Association to Dairy Branch, Production 
Administration, U. 8. Department of Agriculture 


These notes do not deal primarily with the urgency calling for actio1 
the dairy processing industries in serviceable condition. The circumsta 
been duly and clearly reported to the Government. It is fitting pref 
notes with the emphatic reminder, however, that the situation’s criticalness is 
steadily deepening. Dairy processing equipment manufacturers eac} i 
the pinch of materials shortages severer. 

Letters like these now reach the Dairy Industries S 
mail 

“On three occasions in the last 2 months we have made requests 


i 


ippl 


1 


parts 1n certain essential pireces of processing equipment and have Her 
that our waiting period will be 3 to 6 months and possibly longer unless 
are forthcoming more promptly We must have these parts to mai 
production,’’ 

“Without the 12,000-gallon raw milk storage tank, now 
will either have to curtail its output grade A milk or suff 
during the coming months of increased milk product 
among others, various defense and terans’ Administratior 
“One stainless steel elbow or igth of 2-inch stair 
short-time pasteurizer, delayed in ivervy to us, meal 
our plant This in turn means that 25,000 pounds 
be turned back on our farmer producers, 6,200 hor 
be unsupplied and 62 emplovees dropped from ¢ 
roducers’ organization and are des} 

y our equipment manutacturers, 

The materials’ lack is acutely now 

ent plants. Materials, time, and lal 
which cannot, however, now be compl 

r of components. Skilled labor, awar 

th manufacturers not using critical 
or will leave as soon as dairy equipm 

eekly working hours or suspend op: 

mminent in a number of instanc 

ot keep shops going without 

urer reports he will b 
uary Others will lose their 

It takes a vear to train replace 
available now to dairy equipme 

Dairy processing equipment 1 
But they and their customers, t dairy proce . 
941, 1942, and 1943. They in med the Government 


red in the production o lair I essing equipmer 
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inevitable consequences to the dairy processing industries and the farmers who 
depend upon them for a market, if emergency action could not be had, were 
clearly pointed out; these warnings were disregarded and serious consequences 
ensued. The suggested temporary emergency plan for dairy processing equip- 
ment which has been submitted to the Government is designed to forestall an 
inevitability again of disastrous occurrences if emergency measures are not taken 
now. 

The following questions and answers relate to indicated numbered paragraphs 
of suggested temporary emergency plan: 

1. Question. Are the materials data collected by DISA, referred to in the plan 
reliable? 

Answer. The information has been faithfully compiled from reports submitted 
to DISA by 76 individual equipment firms, both members and nonmembers of 
DISA. Examination of the individual reports by one familiar with normal pur 
chasing and inventorying practices will make it clear that the figures have bee: 
drawn from actual records 

DISA itself is a trade association of international repute, the responsibility of 

h ean be attested to by many scores of governmental administrators a1 
particularly in the Departments of Agriculture and Commerce at 
d States Public Health Service 
Do the vears 1947—49, NCLasIVe, | rovide a valid base period? 
en the data were gathered, 19: 50 fig ures were of course not availabl 
be time-consuming to obtain them now), The year 1946 was not 
d period because production then was exceptionally high, to meet 
vears’ demand. The 3 vears of 1947, 1948, and 1949 were vear 
vel demand, 1947 being fairly good and 1948 and 1949 normally low 
of the 3 years is believed to be the minimum material with which t 
dairy processing industries, equipmentwise, in safe operation in 1951 
Has such expansion dairy processing facilities as occurred in th 
discounted in iedastetien the 1951 minimum requirements? 
soth United States Department of Agriculture and industry statistic 
lecrease in numbers of processing plants within the 3-year period. Ther: 
over-all expansion of the dairy processing industries in that period, thoug 
re normal individual adjustments to conditions affecting the industry 
ere certain changes in operations from 7 days a week to 6 and even to 
ed by new union contracts. The very few new plants constructed large! 
‘bsolete or unsanitary installations. In a few areas some expansi( 
‘cause Of increases in population, increases in milk production, or 
milk and its products. Over-all, the trend of recent years has beer 
iction of numbers of dairy processing plants—within a decade by 
from one-fourth to one-third 
on. Does the industry recommend an allotment to it of materials « 
ing to it of a rating for the procurement of materials? 
The industry is concerned first and foremost with the avoiding of 
tional failure If present defense economic control circumstanc: 
an allocations or a ratings handling of the dairy processing field 
the more feasible to the Government, the industry will cooperative 
er. Experience in World War II is the industry’s basis for recon 
ywever, a rating assignment for procurement of material as bei 
ikely to be the more effective. The quantity of any one material required 
relatively small. However, several different materials and components a1 
involved and these are purchased from a considerable number of mills, fabricator 
warehousemen or other distributors. Administrative detail in the Governmer 
would appear to be considerably less should a rating for the procurement of mat: 
rials rather than a “‘set-aside”’ of materials be authorized. A rating equivalent 
just lower than a DO rating is believed justified by the importance of the dai: 
industries and the seriousness of the situation. 
3a. Question. What advantage to PMA is there in the equipment manufa 
rer submitting the same report of 1947-48-49 materials use as he has already 
ibmitted to DISA? 
Answer. He has already prepared it and much precious time will thus be save 
PMA can later require, if necessary, that the manufacturer adapt the informati: 
to some other form of report which may perhaps be developed for broader Gover 


tu 


ment purposes. oo 
3b. Question. Why should manufacturers be permitted to utilize up to | 
percent of the annual minimum bill of materials in the first two quarters (30 per 


cent maximum per quarter)? 





me) 
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manufacturers through long experience 


Answer. Dairy processing equipment 
know that approximately 60 percent of the demand for equipment comes in 
the first 6 months of the year. This is attributable to the seasonable nature o 
milk production, with its flush in the spring and early summer. If the plan were 
to be continued beyond the second quarter of 1951 it would, of course, provide 
that only 40 percent of the annual minimum bill of materials would become 
available in the third and fourth quarters. 

3c. Question. Why should either the industry be 

with analyzing manufacturers’ reports of all un 
‘apacity of equipment, address of purchaser, a 
is to be made and estimated shipping date? 
filing of the reports is designed to inform 
nufacture as of the date of inaugi 

3C nor 4B does the plan provide f 

1 orders, 


Or 


Answer. ‘I he 


oO complete ull fille 
3b of the plan 


d 3b 


‘agrap! 


"trom matt 


i 
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It has been pointed out how costly to the country will be the closing down 
dairy-processing equipment plants; it is essential that the imminence or numb: 
of these closings not be increased in any way; such work as can be done in certai 
of the plants by a further putting to use of diminishing existing inventories shou 
not be halted for the formality of obtaining essentiality certifications on orders 
hand as of the effective date of 

The following does not relat ( » paragraphs, nec 

generall) 


anuta 


EQUIPMEN' 


BR 
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Darry INDUSTRIES SUPPLY Assi 
WASHINGTON 6, D. ( 


TotaL MATERIALS Usep BY ALL MANUFACTURERS 
MACHINERY Durinea 1947, 1948, 


CIATION, 


oF DaIrRy 


AND 


At the request of the Dairy Industry Committee, 


to a questionnaire sent to all known mar 


response 
stries Supply Associat 


nonmembers of Dairy Indu 
supplied by companies which produced 


processing machinery and equipment ms 


competent task committee estimated tl 


the total of such estimates represe! 


if materials used 


IRY PROCESSING YUIPMENT AND D 


AND ACCESSORII REPORT OF MATERI 
Hours APPLIED PrRopucTION OF Dat 
1948, ano 1949 


bled on an industry-wide 


sembpied 


1949 


Ine 


PLAN 


Supply 


Assovciati 
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ised for prod iction of da y processing equipme nt 


» in pounds] 
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“Tt is regretted that circumstances entirely beyond our control] have necessitated 
this procedure, and we assure you that every effort will be made to produce thi 
order as promptly as possible within the limits of our facilities and our ability t 
obtain the necessary raw materials.” 

Letter from W. B. Lucas, Chicago Steel Service Co., Ashland Avenue at Thirty 
ninth Street, Chicago 9, Ill., August 14, 1950: 

“Thar K you very much for your order No 16500 dated August 10, L950 
calling for six items of stainless steel 

“We have entered items No. 1, No. 4, No. 5, and No. 6. On items 2 and 3. 
covering 18 by 2's-inch round stainless steel bar type 316, and 2 by \e-inc!l 
round stainless steel type 316, we regret to advise we cannot locate any stock o1 
these two items. We can offer type 304 only. Please advise how we are to 
proceed 
~ “We await your r ply 

A. Festge, Chase Brass & Copper Co., Inc., 1741 West 
Wis., November 2, 1950: 


] 


October 13, we have received a small 
warehouse; and, from all indications, this is the 
receive during the near future 


to you for immediate shipment the following quantities 


ock and are taking the liberty of calling your order No 


we can again obtain 
In the meantime, wi 
previous rate 


3000 West Fiftv-first Street 


20 sheets No. 16 gag 
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“Joseph T. Ryerson & Son, Inc., distributors for Allegheny-Ludlum, still have 
available certain gages, sizes, and finishes, but are unable to furnish many whic 
we require. They will accept no orders for future deliveries. 
“The local Crucible warehouse also has some stock. Ithough 
branch, the manager has not been able to obtain any delivery sche 

ill covering future shipments. 
While from this report it is evident that there is stil 
ye medium-size company in our industry could clear 
without being accused of hoarding 

Letter from James J. Henderson, manager of sal 
Liberty Bank Building, Buffalo 2, N. Y., October 

‘You will, in the course of the next week or so, 
promises on stainless-steel orders presently schedul 
vember and December This situation is a result 
nickel supply. Every effort has been made to 

an equitable bs At this time there 

improve any of the revisions being 

ith regard to the nickel sit 


lation, and 
ave to live with the present situation 
Letter from James J. Henderson, 
ee above address), September 13, 1950: 


We wish to than u 


f .O78 by 38! 


manage 


o, 
)u for your purchase order LI 
5 and 30 sheets of 
rely regret thi e are unable to place tl 
the vear, and at the e it 
| be after the first of 

d advise you later as to 
vill not have this informatic 
November 1 

Letter from A 
246-250 Bent Street, ( 

We acknowlec 
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December 1950: Orders ( 
3645, 3702, 3713, 
} 


‘ > P 
Because of the acute shortage 


the increased demand for this product, 


your cooperation 


MATERIAL 


ttre above order 


SHORTAGES, 


3559, 3560, 3561, 3562, 3569, 3570, 3594 


of raw materials used in the manufacture, plu 


we find this step necessary. Thank you f 


department, 


pres time we are unable to schedule this order with a definite delivery date 
Due to conditions in the raw-material market and the restrictions placed « 
the use of nickel and other essential metals by the Government, we believe tl 
course advisable. We are recording all orders received and will enter them it 
productior the order in which they were received 
As vi indoubtedly know, the National Production Authority, under regu 
tio of the National Defer Act as | i orized to issue DO ratings 
St Luter s es tial in e defense prograr Orders with these rati 
We tr it Vo ler wd r yx { l ( al Wis! O as 
/ ; LY loin possibile to serve our customers to t 
I iro Gerald I Ro \ rv-] I Stee TOrp., Brackenrid ( 
Pa () ‘ >| LQ50 
Wi ead re ) i tT t oradel 1 | (etobver LS, Cove;r 
Pres te F { f cove! 00 7 of .625 pe 302 bars f 
. ‘ if ' I ra | | Sl the vel 14 
| { ) rt | advises that, due to our pres 
I 1 f f eke a n, we are unable 
) \\ ‘ yur inability be of service on th 
| r fy ») | J Liat \ ( Ludlum Steel Cor 
Bra Pa. Octol ( 50 
( f ( \I Re sO shipment lat 
Ja it ca \ CR-4933 and we a 
( I { i Tha ( I l ( W fL1¢ 
| i ae ‘ ( Steel ¢ \ rica. 4501 West Cor 
~ ( i » 34 ] ) yher 4 14) 
\\ I ) t itit I pyect order cove! hi 
: ‘ ‘ 
| il ( i ( ( i i aie for read proce 
i ( LK E ‘ ul at Vv ask I 
Z : \ } : 4 ru 1 . i bv « to 
hay ( t! ) cipat lelivel lat 
i 
i Ca i C¢ er i CAariy l we re 
| Car \y Steel Corp., Middletown, Ohio, Ox 
() 50) 
Attac | ar I ro N \I—-4634 and M-—5508 
As I have rmed ire unable to handle these orders at this time 
we 1 i ( ores? | i ( | 1u¢ 0 que to the present hick | shortag 
It ) ippear ut « ! 1 if ehr e-nicke rades of stainless steels 
Le I l curtailed ur NO ber 1, and this curtailment will conti 
u eke made availa ! e manufacture of chrome-nickel stainl 
As I have de the past, I v be co iuntlv informing vou of our compa 
positio \ nm refteren¢ to the oduct ot ¢ rome-nickKkel stainless, so that 
) led according 
| init erv 1 ich Tor our cooperatio t! matter 
Le ty Ra lo ad, 4 rai Ste & Wire Co 6623 West Mite 
Street, M ee 14, W Ce er 2, 1950 
We i ( re your order! Imber NI Ol ea gy for 00 pleces of 114 
ro 1 x 354 inches long stressproof ste¢ 
Due t rcumstances ting toda we are unable to supply you with t 
material t order 
cateteegeneeenteatiaa neenmnmemmaatatd OOO LLL LLCO A Ae ei: een ne —- lle 


Kastern Stainless Steel Corp. 


and to advise you that at thi 
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\lready you have told us to back-order this item un 


1ich time we are toship. However, the matter now has come to the place where 
} 


il we have material, at 





W | 


we have held it on back order to such a time where we fear it may embarrass your 


productior Consequently, we are asking you to review the matter and to give 


i i 






us vour (¢ sposition on the item in questior 

















‘It is impossible for us t« have the nateria and as 
a consequence, if you do cl i have to have the under- 
standing that the delivery 

‘‘We are sorrv that we } but we fe tna t to 

uur best advantage to know the facts in the matter so that vou can give us d 
positio ; 

g Vi for your response, we remal 
trom an K e@vaporath eq pm a inv te I) | | ty 
> clatiol [ne Vovember 14, 1950 
r for between 3 and 4 mont! 16 te ‘ e¢ re ! 

mpiet tnulfacture of yne 65 percent r 4 worator pro d for de y 
1 advance of 1951 rush milk productio eas \ rm de ( iq Ave 

en promised for his materia i i the ecomnpanv is rtic it bye 
able to complete any of { evaporator i order fulght ( ( d 
nt to of tubes are ( | 

| companys anticipated needs in the first 6 f 195] ! some 30 
sO talnless stee for whiel { is Her Lple ) ta it ) i rancee 
of de I Phe ( Is rar {Y lO a Zz port t er ( ( 
ckne and ( le me 10 t of 16 ga le and 
lh company buy Only Trom 

Report to Dairy Industries Supply Associatic Ine.. November 15, 1950. | 
a mid-western company manufacturing sanitar lairv proce gy eq ment and 
yperating an important foundry doing primar 

OVW have just been advise } e Ste ~ ( 10 fry e | r- 

~wwioOnAa Nieke CoO re ( i iY i ry re f 
sine! CKeE ver rod stor e { I i rta ra i 

t her able to plac ley I ! ( 

l Lo » 1 i 

We} } } } | \1 i 1) 

» longer ca py ( 

t i proc i i ( 

the ¢ ea t 

Our additic ‘ 

} our , \ ea : & Ref ( f . 

L fie ela Nat 1 ( { 
rt 
{> 
‘ ) 1 , 
T | t t i 
«i 1 ou t 1 i 
( beco I 1d) i 
ler i 
(yyy 1 r < 1 ‘ , ( - ( i 
1 

t of 4 be , Y y 1 DO ra i i ) 

our require | ca I ew ey i i 

: iterial wit 1 rat ( 1 Ja LOS 

'} tent of tl} ta is to call ‘ a e ritical 

i ire oO mal hall bear market Q)iurr i ( t plac raers 7 i 

mnths in advance for r monthly ball-bear ré f t Some of 

remel for Dece her 1950 uve not er ef » Februarv and 
f 1951 beeause of DO rated orders t be gi pl ind D 

ple lv out of at least 3 es ol all bearir rs or tha e are 
egularly purchasing here are no substitute for 1 
Re y € erpts fro) tee] warel ( ( I I il ) j ter 
DISA compat manufacturing eese and fluid mi proce f t 
ed to DISA on November 14 50: 
It ( tering vour rhe t order wit our varel é { hat re i} 
Dt the ( md item of 2.400 1 nad oO LOO ix xy 12] t-7 ed 
f eel since ti ma ul ivailable, we ar therefor | ! this 
fro \ r order 
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‘We acknowledge and thank you for your orders 29060 and 28446, covering 
stainless sheet. Unfortunately, we are unable to offer definite delivery informa 
tion due to the lack of nickel. In addition the increasing influx of ‘defense orders 
makes it virtually impossible to determine future schedules. 

“We are in receipt of your order No. 29518 for 50 pieces 4’’ x 5.4# x 20’ hot 
rolled channel. We regret at the present time our stock on this item is de plete 

we have nothing to offer as a substitute 

“We wis! acknowledge and thank you for your purchase order 30132 date 
November 3, 1950. We reeret to advise that our sheet schedules are complete] 

he first quarter. We will hold your order unentered in the Milwauk« 
avor to schedule it for shipment as early as possible the secon 
Our books for the second quarter 1951 tonnage have not vet 

probably will not be opened until sometime late De ‘ember. 

the above purchase order dated October 30, 1950. At tl 

of all the items on this purchase order is depleted, sto 


ve no alternative but to consider this order 


STOCK 


accordingly. 
dated October 27, 1950. At tl 
is depleted, stock replenishme: 
ler this order canceled \\ 


of lack of stock ar 


mn materia 


f type 302 sheets fi 
could offer at this time 
irn to you, your purchas« 

hes diameter type 
hich you sent to our 
all chrome nickel 

kel supply, we ¢ 

DO certification 


erica, 1258-127 


pleased to quote 

REZISTAL TYPE < TEEL ST , #2 FINISH #1 ROUND 

EDGE 
3,000 Ibs. 15/32’’ 
Price: 51.00¢ Ib., plus 
KF. O. B Shipping poi! t, M , é 
DELIVERY: 24 to 26 weeks i} , he availability of nickel. 
TERMS: 1/2 of 1% 10 days 

‘Prices quoted herein shall adjusted tf ur prevailing prices at tim 


. 


2¢ Ib. fe kidding or 1.00¢ lb. for boxing as desired. 


hinry nt 
SI r 


“We appreciate the opportunit f quoting on your requirements and ho; 


with y 





viata 
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Letter from W. E, Gardner, Crucible Steel Co. of America, general offices, 
New York, N. Y.: 

“Due to the present shortage of nickel, we cannot quote any definite delivery, 
and delivery would be based on the availability of the necessary nickel or on yout 
furnishing Government contract numbers or priority.”’ 

Letter from Peter F. Molloy, A. R. Purdy Co., Inc., Pa: 
Way, Lyndhurst, N. J., November 6, 1950: 

“Once more in regards to this order calling for 4,000 pounds of 246 inch round 


e Avenue and Orient 


stainless steel, type 303, cold finished, we wish to advise that we placed this o1 
with our mill They now advise us that the delivery will be approximate 


5 months 


“We know thi will upset vour de ivery plans so we Look forward to vour rep 
with regard to vour views on this matter : : 

‘Thanking you, we remain . a 

Letter from EK. J. Pedersen, Viking Forge Co., Ine., 173-179 Seventh St: 
Brooklyn 15, N. ¥ November 16, 1950: 

\s if practically impossible to place orders for st billets today without a 
DO number, it 1 be impossible for us to meet the deliverv requirements o1 
Oo! 4 \ s. ¥ can be assured t we are d und wv O ¢ 
{ l po e to get 1 ay our vara, | tu ca l 
IQ) t oO appl ( le we are alraid ( ) | 

Report fro Waterto\ \ compal to DISA, \ ber 21, 1950 
On September e pla » mill ord or stail té shee vith ¢ 
steel Me e Co » (4 wo Warenouse represe! Repul steel ( rp 
e pur S ( wo St si out Octol l 

hat we co | expect the shipment in t! Gect « urter of 1951 and that we 
ould be fortunate if delivery of the sheets could be made in the econd quarter.”’ 

Information from a Buffalo company (as received from its Mora, .inn., 
livision) to DISA, November 21, 1950 

‘There is a shortage of 8 tons of 302 stainless to complete orders on books, for 
delivery before the Sp! fl | a : y l eA 
re approximate 2 to a mth 

P} Viol lv. tne Mi i 111 i ‘ I ( 1) ss ( eery 1 
( wo, and Rvyers« ) 11 ‘ ‘ . 

T i i i » pl ( \ ] \ 
It will be argued that it is impractical to determine essentiality 
and set up individual allocations piecemeal for the various essential 


industries. I say that it was done that wav in 1941—42 and without 


\ 


any experience for wuidance Ve understand that allocations have 
already been established in a few industries. Certainly it involves 
more work and some confusion within the administering agency, but 
it provides more work with less confusion within the Nation's industry. 

If this negative attitude continues until July 1 of this vear, at which 
date it has been reported that a controlled materials plan will be 
ready, | prophesy chaos. In mV opm1)8n this will not oecur becauss 
within 30 days the demand by industry for adequate controls of 
materials will swamp Washington. This negative attitude might be 
compared to sending home hungry people, possibly to starve, because 
the table was not fully set nor the dessert ready to be served for all. 

The lack of an adequate staff has been offered as an excuse. Our 
p! in can be handled competently by not over two administrators and 
two stenographers. I make this statement advisedly, since | ad- 
ministered a comparable plan in WPB alone with part-time services 
of one stenographer. 

The history of the War Production Board’s attitude toward the 
dairy equipment industry is significant. The initial order controlling 
production set a level of about 75 percent of a base period. ‘Two years 
later shortages of such equipment were regarded so seriously that 
production limitations had been raised to 150 percent and 200 percent 
of base period. My factory was finally put under military directive 
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to produce evaporating equipment for powdered whole milk. In 
spite of the uncertainties and inexperience at the outset of World War 
11, we were never as short of materials and as completely helpless as 
we are today. 

In summary, the manufacturers of milk-processing equipment 
deserve your special consideration because: 

1. Unless they are able to obtain certain essential materials now, 
the milk-processing industry will be seriously hampered in its ability 
to handle the Nation’s military and civilian milk supply during the 
coming flush period. 

2. Dairying constitutes the largest single source of income to the 
American farmer and dairy products the most important food of the 
entire population. 

3. The essential materials for equipment cannot be obtained with- 
out an allocation or comparable Government assistance. 

$+. An allocation of materials is practical and can be administered 

with an extremely small staff. 
5. The quantities of essential materials involved are fantastically 
small as related to the enormous benefits accruing to the 76 manu 
facturers, the 30,000 processors, the 4,495,000 dairy farmers and the 
150,000,000 consumers of this country. 

We of the dairy industry visualize a river of milk, reaching the 
floor propor tions of over 12,000,000,000 pounds in the month of June. 
Shall we be able to capture and store it for future use or will it engul! 
us? Who was on the ball? Government or small business? And 
where do we go from here in our efforts to preserve our industry? 
It is to vou, the Senate Select Committee on Small Business, that we 
turn hopefully for the answers. 

The CuarrMan. Thank you, Mr. Faust. 

(re there any questions of Mr. Faust or any of his associates? 


Senator Lone. You and your industry are be congratulated for 
t statement, Mr. Faust. 
l take it vou feel we need controls now, rather than wait until we 


an excellen 


have some enormous program set up to the nth degree, where you can 
simply put a program Into effect that will take care of one phase oO 
industry You believe we should put it on now rather than wait unti 
eve rvthine is set and ready 
Mii I LUST, Absolutely, | senatol Lone. lt Is essential that we do 
: . 
otherwise we are goin to have an normous breakdown. Wi 
voing to have chaos in Shia country with in 3 months. 


Senator Long. And as far as your industrv is concerned you have 


organized the producers and suppliers who are ina position to unde) 
stand what they need so they can put their program into effect im 
mediately, if the Government will give them the program; is that right 

Mr. Faust. Yes, sir. Weare ina bad spot now, se sahae, becaus 
our flush of milk starts the 15th of March in the South and swings uy 
to the North. We have to get our equipment in the field now, and 
we have no materials from which to make it 

Senator Lonc. You have made a very excellent presentation for 
that. 

Senator THysr. I was very much interested in what Mr. Faust and 
his associates had to say in their presentation. For many years | 
was a director of the Twin Citys Milk Producers Association, and | 
am a prod icer member of that association. I came in direct contact 
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with what the needs were, the replacements, and the great amount of 
equipment that was necessary for just that one unit or that one farmers 
group. Being familiar with it, I know that you must have replace 
me nts every sing rle di ay to meet the produce rs’ needs first—the proc- 
essors’ needs—and if you cannot either have replacements or new 
equipme nt, aS you enter into the spring of the year you get a tre- 
mendous flush there that you must meet and take care of. Unless 
you are prepared you are not going to be able to exist. That is the 
question that the processor of dairy equipment is faced with. Unless 
we can get you the steel in the next month you are not going to be able 
to meet the demand placed upon you in the spring, and you certainly 
have a demand for that every day. 

[ talked with Mr. Harry Leonard, manager of the Twin Citys Mil 
Producers Association last December, and Mr. Leonard said then 

‘vy were running many weeks to months behind on every order 
placed for equipment just for replacement. So I fully appreciat 
what they are faced with, Mr. Chairman, we must get materials 
these processors and who are really small business; otherwise we 
going to break down where we begin the food processing 
production 

The CHAIRMAN. Senator Humphre 

lsekes Humpurey. The only question I had in mind 
think you may have alluded to it in your prepared statement 
vou find the situation now—speaking right now, in this month 
more difficult or more troublesome or serious than you found it dur 
World War I]? 

Ir. Faust. It is incomp: 
concerned, incomparably worse, because this was ZOU CA 

441, and although this industry came down to ve ashi ington in Oc 


eta to give to the Government 


I 
1 
i 
I 


had no facts, figures, « 
essentiality was rreat that an interim program Was Iimmediat 
{} 


t up although at that time 


ush was still 6 months away 
nerg enized and something was allocated 
to take care o til those facts and figures could be presente 
That is why we are particularly perturbed. Here we have everythi 
ady and we present and nobody ts interested 
senator Hun IR ( are apt to find yourself with 
availability of commodi 
is ‘‘under the table 
rather difficult to produce anything, ts it not 
v1 st. We actually cannot. Our margin of pro 
mall to permit us to pay that for steel. We just cannot do it 
fend tor Humpurey. | feel as one of the members of this committee 


{it { > 
lt IS Tal 


‘ 


this is just a ssitinal example of what happens when the small com- 
pany—and most of your companies are small—are trying to compete 
n the materials market where there are other cuenpemnee with tre- 
endous capital reserves that can step in and buy up and hold it; in 
he meantime you are left without anv materials 
Mr. Fausr. Yes, sir : 
Senator Humpurey. I have some let ; here from concerns in my 
ate that indicate exa tly what you aes said, Mir aust, and that 
s why I asked Mr. Bateheller some questions vesterday. He told 
I think, at that time, that the friends who had written to me just 
not know what they were talking about. 
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Mr. Faust. I remember that, Senator. 

Senator Humpurey. But I kind of believe that they do know what 
they are talking about. As I said, one of them was 30 years in busi- 
ness, and he knows pretty well what he is talking about after 30 years. 

Mr. Fausr. After hearing the discussion vesterday, Senator, we 
checked with the Stainless Steel Division of NPA and they told us 
that their best estimate—and I think this is an accurate estimate 
was that there would be 40 percent of the normal supply available for 
civilian use. 

The CHarrMan. Senator Schoeppel. 

Senator SCHOEPPEL. I want to say I appreciate getting the latter 
part of your statement. I notice that vou were here vesterday 
Your situation, of course, falls into the category of a relatively small 
business group that finds itself choked and squeezed out, and unless 
vou get some relief in at least the next 60 days you are going to be in 
a pretty tough row of stumps, are you not? 

Mr. Fausr. Senator, our situation was so desperate that our men 
were leaving us. You see, men are human beings and thev see ther 


T 


no steel and they know there has to be steel for employment. So 


ad the greatest stroke of luck you ever heard of. In 5 days’ 


ne we were able to obtain an Army contract; how, I don’t know 
enough Lo kee Pp us voIng on DO rating for 60 days. Otherwise, I 
don’t know what we would have done. 
Senator Scuoepret. Well, vours is typical of a lot of businesses 
that probably will not be that fortunate 
Fausr. No, I never expect to be that fortunate again. 
OEPPEL. | appreciate vour presentation, gentlemen 
iN. Thank you very much, Mr. Faust, and all of vou 
‘e do appreciate the presentation that you have made 
Franz and Nir. Christophersen representing 
usiness of America, Inc., of Cleveland l understand 


vou have a very brief state 


STATEMENTS OF WILLIAM J. FRANZ, W. J. FRANZ & CO., CLEVE- 
LAND, OHIO, AND §S. R. CHRISTOPHERSEN, EXECUTIVE VICE 
PRESIDENT, SMALLER BUSINESS OF AMERICA, INC., CLEVE- 
LAND, OHIO 


ft 


‘ rm. 1] lige] : Loum kn 
Vir HRISTOPHERSEN. Air. rranz will be a littie more bvriel tha 


\ 1 


VIF 


ant and tax consu 


Z. Ny Lume Is \\ l liam J, Kranz | ama publie accoul 
1} 
it 


C 
and I wih be ju brief as [ can. 
Ky AN | 


ant. [would like to go over this program we hav: 
and show how it is hurting small business. 

The other airy | had a discussion with 2 labor leader up in ( ‘Tevelan 
Ana hie mentioned that the automobile indi stry Was gelling appro 
imately D0 percent he said 49 percent of the st el, especially she 


1, and the military program is now taking 12) percent Phat 
| leave about os percent But the auto industry would probabl 
about 60 percent, as you will find at the end of the first quarter ¢ 


l that woul still les ‘ap t ov percent ‘the sheet st 


lis Veal 0 
[1 other words, t , gre vewtl yr Same { ney had before 
vou cannot ie al lead r tor taking eare ot h 


one should in Cll 1 group, but we in small 
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business have a problem, too, to keep our industry busy and to keep 
them from failing. 

One of my clients—he gave me permission to speak for him—is the 
Hoffman Foundry Supply of Cleveland. The main product he sells 
is sand and wire for the core on the castings. He finds he can get all 
the sand he wants, but he cannot get the wire. How would wire in 
the foundry industry hurt our business? You take the sprockets on 
the tanks, that is a casting. Your couplings on your freight cars, 
your axles, vour wheels, and a small thing like wire in his business is 
hurting his business very, very much. He is so concerned that he is 
ending men out all over to get that core wire That will hurt 
tremendous industry down the line 

In our economy there are a few points that you might lik 


l l sa } 
There are about 4 million small businesses and about h: 
corporations. course, some corporations in the halt 
1] 
mad 
protits taxes 
ing to 
“only”? because am going to make 


ie other hand, when we tal 


\ idual and small-busi: t' 


The corporations a 
viduals approximately 2 
cluded. Your budget 
vith quite a deficit _ 

re will the money 


» 1} 
raise 2 billion 


iVress perl 

mall-business man 
1 1 

isically what has 

‘ Cal 

O hew Tew 


3s Commit 
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wanted you to know at least what my thinking as a member of this 
committee was on this question of allocations. 

Mr. Franz. There are just a few more words here. 

Our economy last year was 255 billion dollars. By 1955 we would 
like to have combined military and civilian economy of 350 billion 
dollars. The best way we might get at that, from my own opinion, 
would be to protect, as much as possible, the civilian economy, not 
going overboard on certain things, but, take these rubber heels we 
talked about, and other things, certain things we need, and cut down 
on other things, keep your civilian economy healthy. Then build 
both from there out. We ean then reach the 350-billion-dollar econ- 
omy and probably achieve the goal we are trying to reach 

The CuarrMan. Thank you, Mr. Franz. 

Mr. Christophersen. 

Mr. CuHrisTOPpHERSEN. I have some copies of letters here. 

The CHarrMan. Yes. Just give them to the re rand we will 
have them printed in 

Mr. CHRISTOPHERSEN. My name is 8. R. Christophersen, executive 
vice president of the Smaller Busin f America, Ine 

» Small War Plants Corporation, 
One was industrial con- 
iltant, and er W » regional director in charge 
ol publi relat ‘ “List loan to the Senate Military Affairs 
Committee doing researc] omy hobby and my work has been on 
l am the fellow that gets the 

have come to me and sai 
on us? I understand there 

every day “Where can | ge 


s alon y. Here is On 
l am not voine t ad all of these letters 
1 1 


ts of some of them just to tell vou what th 


5 





MATERIAL SHORTAGES LS9 


} } } 


The order M—6 should definitely require the lls to live up to this schedule. 
I would be pleased to have you bring these facts to the NPA or any interest 
Government agencies. 
Sincerely, 
GEORGE BIssetrr 
Vice 


Here is a fellow down here in the steel-barrel business. He has 
been bidding for jobs on steel barrels. He made a lot of them during 
the last war. Just recently from the ¢ ‘hicago quartermaster purchas- 
ine othice they had telephone calls involving 185,000 drums which 
were awarded to a Philadelphia manufacturer at a price slightly 
higher than ours for two reported reasons.”’ This letter is written 
directly to Commander Ashler. [Reading: 


Ty (tore S 
( 


17 p> 
\ / 


L a DO order to the mill 


mpany that 
+] 


it’ sheets. 


ry when 
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Senator HumpHrey. And the company that had the low bid was 
an independent operator? 

Mr. CuHrisToPpHERSEN. That is correct. 

Senator Humpurey. And yet the independent operator had diffi- 
culty getting this sheet, is that correct? 

Mr. CurisToPpHERSEN. He can’t get the sheet until June. 

Senator Humpurey. But the fabricator, who is a subsidiary of the 
mill, gets the sheet and gets it quickly, is that right? 

Mr. CurisTorpHEersEN. I don’t know how he gets it, but he is going 
to make delivery of the finished product in February, So he can't do 
it without steel, can he? 

Here is what he says. I got another letter from him that he wrot 
when I told him I was going to appear before the Small Business 
Committee of the Senate. |Reading:] 


Pp 


over to vou. 
] 41 } oe 
printed 1m he record im tull. 


a letter from the Yoder Co 


sident. He savs fread 
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from 44 inch diameter to 30 inch diameter. 


19] 


The products from our machines are 


vitally necessary for national defense and the national health, safety, or interest. 


We have some DO orders but many of our 


to increase their production who do not yet have Government contracts. 


makes it very hard for our company to get tl 


We have bought all the 
purchased steel in Germany and Japan at extré 


1c 
warehouses can furnish and it 


‘mely high prices 


ready and anxious 
Chis 
necessary steel to fill our orders 
not rh We hav 


in order to 


customers are 


Is enoug 


yur plant running but we still do not have enough 


regular ms 
for a large 1 
build an addi 


In addition to our 
C;,overnment 


ust 


from the un r of ar 


these items we ] tion 
for machinery and suy 
The re 
required buildings They t \ hat the 


iverv this 


| 
Anvthu 


es re are 


ilding steel { ( CC 


shell 
Mit 


I have anoth 
The CHAIRMA 


ut don’t vou 
ll 
not 
Mir. Curisrorut 
The CHAIRMAN 
re typical c: 
\lr. Curt 


mut the rest of t 


rinted ¢ 


} 


had Der 


Very 


ir. 4) 


. CHRISTOPH 
he CHAIRMA 


1 
terally hundt 
Nii 


Olle 


thinery work we 
to our pliant 


ho 


mtrac 


Was 


awarded a co 
pro¢ 
a DO to ¢ 


DO nu 


have | 
tillerv shell In order to 
We have 


ions Tor 


eCT 
j 


provis 


tors Cal 


doubt 


prod 


hinot 
fini 
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(The letters above referred to are as follows:) 
R. W. Kartrensacn Corp., 
Cleveland 5, Ohio, January 16, 1951. 


id 3, Ohio 


pn? Bar, ‘hristophersen, executive vice president 
ENTLEMEN: For your information, please be advised that we have been trying 
since the later part of November to obtain approximately 30 feet of 44% cold roll 
SAE 1045 to fill an order for the Reading Railroad Co. for repairs to their 
two gantry cranes that they have at Port Richmond. So far we have not been 
‘ial locally even though we cali t >a week, 
rd ing and I brought this fact up 


to obtain this materi: 
for a meetil 
Mr. W. A. Glem, thei: 


1 


hem at least once 


adit I 
*hiladelphia yesterday f« 
their rchasing department, and 


warehouses in Philadelphia 
‘al for us At 4 p. m. the 


T1011 of 
steel 


four O! 
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Any orders that you may send us in the future should have ratings on then 
at all possible. 

Our suppliers—especially our ingot manufacturers have notified us that i 
the very near future it will be necessary for us to furnish rated orders to obtain 
metal. This is due to the limitation orders on copper and tin, restricting products 
containing those metals to a percentage of 
} € necessary 
Otherwise shipments will h: 
average purchases during tl 


We regret the 


the average first 6 mont 
} » all orders that a rating can b 


extended in 


hs of 


isiness, and it will e obtair 
for 


accordance with 


he specified hase period 
necessity f thes 
ee 

ands are tied and 


first 6 months of 1950 


KhHOW vou 
rmovernment r 


restrictions 


restrictions, but 
we are bound by (¢ 
tify you of these limitations under which 
> ak beplgeoltape ce ae 


ru 


we are WOrkKInNg 


all ng your usual cooperation and 
liver Vou! ‘ f ‘ } 


Very truly vours, 


THI 
( 
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ers for the above on December 12, 1950, with our regular 
& Sons, Inc., and United States Steel Supply Co 
wrote us a letter canceling our order immediately, but has sent us sma 
me time when we called them by phone. United States Stee! 
not cancel, has been unable to send us anvthing We feel sur 
take care of our needs if they had enough supply. 

r civilian use. However 


ed is not large an { resent) for 


We piace i written ord 
i Jos ph r Rve rson 


too small. 


had practically no 


r 


G. MERRIMAN, 


\ 


two 


DrarR Curis: We have | 


, 
1 are wonderi 


and % 
2,000 pounds 


round 4140 ec 


1,000 p 
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We would appreciate it very 

atter 

We have tried Bissett St 
and Notting! 


10 tor istri 


a 


We need 
S000 000 ca 


larriso! 


we already | 
We do need 
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THe W. W. Sty MANvFactTuRING C 


Cleveland, Ohio, January 16, 1951. 
AMERICA, INC., 


eveiand, Ohio. 


conversation with Mr. S. S. Parsons r 


nonavailability of various forms of 


ir stec requirements have 
ve | i agent upo! 
portion f ur l} 


for a consid 


very 


rapidly depleted after the 
1 there appeared no means for 


ouses to even approx 


warehouse distribu 
mal tunctions 
maimntain! 


ce that the 
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SMALLER BusINESS OF AMERI 
500 Euclid Avenue. Cleve 


(Attention Mr. S 


GENTLEMEN: One of 
obtaining 
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Unirep StTates STEEL Co., 


Cleveland 15, Ohio, January 17, 1941. 
H. C. BrRaMLey, 


Parsons Enginee ring ( ‘orp ‘ leveland, Ohio. 

Dear Str: We were surprised to receive your Order No. B-3437, and we want 
to reiterate the regret expressed to you by F. T. 
be helpful. 

We hope you w be successful 


Chalmers for our inability to 


negotiating a commitment for the tonnags 


rom either of the two local producers with 
facilities better situated geographically to serve you 
Yours truly, 


covered by the or * mentioned f 


James T. O’CONNOR, 
Manager of Sales. 


hased b: 
however! 


productior 


and our prod 
ume that we 
» of product 
machinery, it is necessar 


a considerable volume « 
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was to be assigned a blanket priority of high rating. The regulations covering 
consumer goods and actual defense requirements will take care of the distribution 
of our equipment in the long run. Certainly a washing-machine manufacturer 
is not going to buy foundry equipment if defense regulations prohibits the manu- 
facture of washing machines. In the same vein, our equipment is not peri 
in nature § nd, in Cases of extreme emergency, W ill be available to the Gover! 
for use as necessity dictates. : 

Such a priority set-up would be of use to us at the present time i 
able to eliminate the number of mistakes and lost tir 


problem that were encountered during the last war 


of steel shapes and alloys and electrical equipment 


As far as an allotment svstem is concerned, we do not believe t 


ry particularly workable as far as 
concerned After all, in this 


ice as much material in as 
nanpower Now is the time 
Very trulv vours 


stributic 
Under t} 

heavily o1 
portance 


on 


reasol 
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no orders be forwarded to this office until furt he 
advise vou of this in order that you may plan 


salesmen or this office of anv deviation o1 


JOHN DE SPARRI 


\\ 
rsburg Rig & Reel ¢ 
National Tank Co 
all historical consumption data from 1936 to 
lired We presented our application to tl 


o tne 
} l l 


an allocation of 16.500 tons of steel pe 
ne of 6.250.000 barrels 
group serving the petroleum industry to rect 


program, 


fF of 
OF Ste 


Department of Commerce 


mittee 


of stee] a 
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to our industry members to the complete satisfaction of the Department of 
Commerce, the steel industry, and the manufacturers of our group 

Due to the extremely critical steel-shortage condition of the members of our 
industry group, the same above-named committee was reinstated in July 1950. 
We have worked diligently since that time with the Department of Commer 


the NPA, the Department of the Interior, and PAD We have furnished all t} 


historical data and other information requested. We are in a position to im 
mediately administer the distribution of steel to our members under the super 
vision of the Petroleum Administration for Defense of the Department of thi 


Interior, Which is the claimant agency for the oil industry, and/or the Nationa 
Production Authority of the Department of Commerce, or both. 


The Petroleum Administration for Defense has made a formal applicatior 











National Produetion Authority for the steel requirements of the produet 
livision of the petroleum industry Steel requirements for our industry ¢ 
ire included in this application 
The Secretary of Commerce, Charles Sawyer, and Gen. W. H. Harrison, 
Administrator, National Production Authority, are the two men in the United 
States Government today who have the power to make available an allocaio1 
f steel to the PAD for the produe division of the petroleum industry 
In vie. rt ec lo vi facts 
| The ef hortave condition of the tant! t i I ipl luc t 
The l lu UT exccp Ona CT Cu 
2) Our imi ite need for ade ute er } meet the d 
the petre ! d I reel 
}) We a fully prepared now ) t il | ny ra 
a i | el Oo ‘ ‘ el Ot mau rv ore ! 
e respectiul urge vou ao I es per i ™ arv ( sav I 
1 Gen. W. H. Harrison t« i I 11a | ‘ ea i elt of 
xr the production di mm ¢ I role d ! ( e ta i 
-field prov ( ent 1 ! | a ( 
Our tonnage requirements for the vear 1951 based on the production demand of 
7,100,000 barrels per day are dire: propor ‘ 
48 Our present monthly re r nts are as f 
Hot-1 1s 
( bor . 
Hl 1 Ss zZ 
Soa ply S(O) 
Ba ( Ly () 
St iy, uy ) 


Che ta 
‘ il repor t | int \ Te ‘ Na ( \ 
i i i ? 
} | f 
! l} ( ( 
( M4S—-49, and fit f 1950 uy 
I i i a ( ! i 1) ’ 
{ i { 1 i 1 i l 
| it ! i ‘ i! i i 
. 
Mr. Hugh A. Stewart, Dire Oil and Gas of the D eht of the Inter 
of the abe ; | \ 
rto No e! al 
Anv co fi ‘ ’ at 
( tod if a ( i 
AVE t t al I Cr ( 
mer ri sae 1 ha t ( | } I 
Wi ( 1 ! | ince ba ( 
( ‘ { ‘ 
) ( ) I « ny t ( } ( 





202 MATERIAL SHORTAGES 


NATIONAL TANK Co., 
Dallas, Tex., January 19, 1951. 
Hon. JoHN SPARKMAN, 
United States Senate, Washington, D. C. 


DEAR SENATOR SPARKMAN: In my letter to you of December 28 on the subjex 


of an allocation of steel for the 35 members of the tank and oil field productior 
equipment industry group, on page 3, I urged you to use your influence wit 
Secretary Charles Sawyer of the Department of Commerce and Gen. W. H. Harr 
Administrator for National Production Authority, to persuade these met 
ecure an allotment of steel for the production division of the petroleum 
istry; as an allotment of steel for the tank and oil field production equipment 
istry would be included in such an allotment The procedure which I sug 
at that time was due to official information which I had received from the 
um Administration for Defense 
litions have changed. On January 11, 1951, I was officially advise 
Petroleum Administration for Defense had written a letter to Get 
rison of the National Production Authority requesting an allocatio 
» amount of approximately 17,000 tons per month for the tank an 
pment industry group, separate and apart from any other 
1 industry Therefore, our requirements are no long: 


uirements of the production division of the petroleu 


equi 
jul 


Y 


ny companies in our industry group may stay 
ndustry the needed products of our manufac 
rsuaded now to grant the request of the Petrol 
of 17,000 tons of steel monthly 
uipment industry group ; 
of approximately 17,000 tons per month 
ise but also in comparison with other 
»some immediate action favorabl 


field production equipment industry group 
he efforts which vou have put forth in our 

yn of steel vet: and, therefore, we 
Gen. W. H. Harrison and Secré 


S. PARKER, 
" ld Production 
i? 


dustr i Commuttee. 


Y STEEI EQUIREMENTS rH! ANK AND O1L-FIELD PRobucTIO 
) vT INDUs i \R 5 ASED ON REQUIRED PROpDUCTIO 
7.100.000 Bat 


IPM 


3, 


‘ 


ines 


oil-field production equipmer! 


& Steel Co., 2201 West Commonwealth Avenue, Alhambra 


Baker Tank Co., Post Office Box 156, Arp, Tex. 
Black, Sivalls & Bryson, Inc., 106 West Fourteenth Street, Kansas City 6, Mo 


Butler Manufacturing Co., Thirteenth and Eastern Avenue, Kansas City 
M 


B ircamp Steel (Co Post Office Box 154 Wichita Falls, Tex. 
California Construction Co., 4100 East Washington Boulevard, Los Angeles 23 
Calif 
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Columbian Steel Tank Co., 1401-1621 West Twelfth Street, Kansas City 7, 
Mo. 

Continental Tank Co., Inc., Post Office 
City 7, Okla. 

Graver Tank & Manufacturing Co., Inc., Sand Springs, Okla. 

a: & J Steel xX Supply Co., Post Office Box 1886 Odessa, Tex. 

Keyes Tank & Supply Co., Post Office Box 479, Casper, Wyo. 

Keyes Tank Co., Post Office Box 71, Provo, Utah 

Lineoln Tank Co., Post Office Box 352, ] lectra, Tex 


sox 5038, Farley Station, Oklahoma 


M & V Tank Co., Post Office Box 2409, Wichita Falls, Te 
Maloney-Crawford Tank & Manufacturing Co., Post 
Okla 
McNamar & Crowley, Inc., Post Office 
Modern Welding Co., Owensboro, Ky 
Moran Tank Co., Post Office Box 1069, Shrev ‘port, La 
Murdock Tank & Manufacturing Co., 3418 South Santa Fe, 
National Tank Co., Drawer 1710, Tulsa, Okla 
ssa Valve & Machine Co., Post Office Box LOGS, Odessa, Tex 
} Steel Products ( Di. Post Office Box 1191, Wichita Falls, Tex 
r Rig & Reel Co., Post Office Box 1160, Parkersburg, W. Va. 


facturing Co.. { flice 7193. Love Field Station. 


fice Box 659, 7 


Box 210, Salem 


Superior Ta 

22, Calif 
Tvson Smith Tank Co. t ce Box 7398, Hou 
Union Tank & Supply C st Office Box 2092, Ho 
Vulcan Steel Tank rp., Post fT 
' 
| 


magwell General Stet 


e Box 1844. 7] 


pa, Okla. 


i 


) 


The CuHatrMan. The committee will now adjourn until 10 


next Tuesday, in this same room, when we will take up the pla 
industry 





